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Ell ready to begin 
drive for boost in 
jobs and growth 

More than 60 ministers arrive in Brussels today 
to begin enacting ambitious plans Tor reviving 
employment and growth in die European Union 
and to resolve damaging internal differences 
over trade. The plans were agreed at the Brussels 
summit which ended on Saturday with a semblance 
of political unit)' and widespread praise for Com- 
mission president Jacques Delors. Page 22; Sommi- 
teers at odds, Page 2; EU pledge, Page 3; Editorial 
Comment, Page 21; Lightness of touch. Page 21 

Telecoms bidders: Five leading international 
telecommunications operators are to be invited 
lo bid for one of the largest service contracts 
ever awarded in Europe. Page 22 

Frei wins presidency in Chile: 

Chilean newspapers 
hailed Eduardo Frei’s 
overwhelming victory 
in presidential elections 
as be said his first 
act on taking power 
would be to work to 
end poverty. Final 
results showed that 
Fret candidate of outgo- 
ing President Patricio 
Aylwin’s ruling centre- 
left coalition, won 
58 per cent of Saturday's vote. Page 6 

Policemen murdered: UK prime minis ter 
John Major faced conflicting pressures from Dublin 
and Ulster Unionists as the weekend murder 
by the Irish Republican Army of two Northern 
Ireland police cast a shadow over the Anglo-Irish 
peace initiative- Page 22 

Basle proposals criticised: Leading banks 
In have stepped up their criticism of proposals from 
the Basle-based committee of international regula- 
tors to make them set aside additional capital 
to cover risks in foreign exchange, securities 
and derivatives trading. Page 23 

China warns Patten: The war of words between 
China and Britain over Hong Kong escalated, 
with a senior Chinese official suggesting for the 
first time that Governor Chris Patten's democracy 
plans for the colony could provide a pretext for 
an early Chinese takeover there. Page 7 

Hungarian premier dies: Prime minister 
Jozsef Antali. 61, leader of Hungary’s first post-com- 
munist government, died in hospital in Budapest 
after a long fight against cancer. Page 6 

Renault go-ahead: The privatisation of Renault 
will go ahead as planned in spite of the failure 
of its merger with the car and truck activities 
of Volvo of Sweden, French industry minister 
Gerard Longuet said. Page 26 

Gore Itinerary changed: Fog at Alma Ata 
in Kazakhstan forced US vice-president A1 Gore 
to travel instead to Kyrgyzstan at the start of 
a four-nation visit to the former Soviet Union. 

Investments shift: Fund managers are 
increasing their investment in UK and US equities 
at the expense of Japan and continental Europe, 
according to the latest Smith New Court/Gallup 
survey released today. Page 24 

European Monetary System: The Dutch 
guilder last week became the strongest currency 
M- in the system, pushing the Irish punt into second 
place. Its disparity with the Spanish peseta, the 
grid’s weakest member, was some 3.98 per cent. 
The currency market’s focus this week will be 
on the Gatt world trade talks and Thursday’s 
meeting of the Bundesbank's central bank council, 
where Germany's central bank will announce 
its M3 money supply target foe 1994. Curren- 
cies, Page 39; Lex, Page 22 


Narrow win for constitution M Strong support for extremist parties 


EMS: Grid 




Yegor Gaidar and his wife Maria (left) arrive to vote, a Russian father and son (centre) ponder a ballot papa* and hardline Communists gather in Red Square 

Voters back Yeltsin reforms 


By John Lloyd and Layla Boufton 
In Moscow, and Chrystia 
Freeland m Sverdlovsk 

Russian voters yesterday 
narrowly approved plans for a 
reformed constitution which 
would give strong powers to Pres- 
ident Boris Yeltsin, according to 
exit polls. 

However, the elections for the 
Russian parliament showed frag- 
ile support for radical reform. 
The Communist party and the 
neo-fascist Liberal Democratic 
party of Mr Vladimir Zhirinovsky 
were the main beneficiaries or a 
low turn-out 

Germany’s ARD public televi- 
sion news last night reported an 
exit poll carried out by Russian 
polling institutes as showing that 


23 per cent had voted for the 
reformist Russia’s Choice. 17 per 
cent for the Communists and 13 
per cent for the Liberal Demo- 
crats. These results would give 
Russia’s Choice just 61 of the 225 
seats in the lower house reserved 
for the parties. The Communists 
and the Liberal Democrats com- 
bined would get 70 seats. 

Amid the welter of conflicting 
exit polls, it is clear that none of 
the reformists, including Mr 
Yegor Gaidar’s Russia's Choice, 
would win a convincing popular 
mandate. Extremist parties will 
be strongly represented in the 
new parliament 

The reformers' weak showing 
will he offset if the apparent vote 
in favour of President Yeltsin's 
constitution materialises. Soon 


Page 8 

■ Presidential power 
in voters* hands 

■ Soldiers look for 
leadership 

Page 9 

■ Folks tire of Yeltsin 


after the polls dosed, Mr Sergei 
Filatov, the president's chief of 
staff, claimed that over half the 
electorate bad voted: the first 
hurdle for the constitution. The 
constitution appears to have been 
solidly approved. ARD said that 
71 per cent of those voting had 
voted for it 


However President Yeltsin 
appears to have won by only the 
narrowest of margins. The large 
city of Ekaterinburg, the presi- 
dent’s home town did not register 
a 50 per cent turn-out, while even 
St Petersburg, Russia’s second 
city, was struggling to get over 
half the voters out hi Moscow, a 
50 per cent of voters turned out 
with less than two hours to go 
and voting dwindling to a thin 
trickle. 

The president's office said the 
turnout in rural areas was higher 
th an that in the d t i” , a bad sign 
for the reformers, who rely on a 
more radical urban vote for their 
support. 

Mr Zhirinovsky's liberal Dem- 
ocrats were repeatedly reported 
as coming second. In the desolate 


eastern regions, among service- 
men and in individual rural dis- 
tricts, it was sometimes first 

Mr Zhirinovsky, who has 
surged from around 2 per cent 
when the campaign began in 
November to a position in the 
last opinion polls just behind 
Russia's Choice, ran a high-en- 
ergy and apparently well-fi- 
nanced TV campaign. 

He promotes a blend of imperi- 
alistic bombast, wild promises of 
instant cores for the economy 
and a scabrous and witty com- 
mentary on the progress of 
reform - a mixture which 
appears to have caught on, and 
which he can be expected to con- 
tinue from the parliamentary 


Continued on Page 22 


Reformist disunity benefits nationalists 


December 10. 1993 


By Leyta Boulton 
in St Petersburg 

If the charismatic neo-fascist, Mr 
Vladimir Zhirinovsky, scores as 
well as expected today in Rus- 
sia's first multi-party elections, 
be can thank his reformist oppo- 
nents in cities such as St Peters- 
burg. 

Traditionally a bastion of sop- 
port for reform, the weekend 
elections in Russia’s second city 
displayed all the ingredients of 
what Us mayor. Mr Anatoly Sob- 
chak. yesterday described as a 
“lesson" for the country's 
divided and disorganised demo- 
crats. 

Not only did the reformist par- 
ties fail to unite around their 
pro-market and pro-democracy 
convictions, they also proved 


unable to counter Mr Zhirin- 
ovsky’s populist promises with a 
coherent message of their own. 

“Only Zhirinovsky articulated 
clear phrases setting out what he 
plans to do," claimed Nadya, a 
speech therapist who justified 
voting for him by describing the 
12 other parties in the election 
as “an amorphous mass". 

Selling painful market reforms 
is harder than promising instant 
economic well-being, an end to 
crime and the restoration of 
national greatness - as Mr 
Zhirinovsky has done with great 
skill. A potent cocktail of pov- 
erty and intellectual disillusion- 
ment with the reformers has cre- 
ated the potential for a fascist 
surge. 

But few reformists would 
argue they ran a good campaign. 


Nowhere was this clearer than 
in St Petersburg's Central con- 
stituency, where Mr Alexander 
Nevzorov, a popular ultra-na- 
tionalist whose vitriolic "600 
Seconds" TV show was recently 
taken off the air, stood against 
two democrats who seemed more 
intent on knocking each other 
out than on stopping him. 

In an election where there will 
be no ran-off, disciplined extrem- 
ists could only benefit 
Unlike the pro -government 
Russia’s Choice bloc, and the 
reformist Yabloko bloc. Hr 
Zhirinovsky had no problem 
ordering his representative to 
stand down in faronr of Mr 
Nevzorov. who has gleefully 
called these elections President 
Boris Yeltsin's “first mistake”. 

A similar spectacle of demo- 


cratic ineptitude in the city's 
Northern constituency bordered 
on the farcical. There voters 
faced a record choice of 20 candi- 
dates for just one seat in the new 
State Duma, or lower chamber. 

Of them only four were 
attached to a party - including 
Mr Zhirinovsky’s ubiquitous lib- 
eral Democrats. Yet Russia’s 
Choice was not among them. The 


other 16 represented themselves 
- with primitive platforms rang- 
ing from “common sense" to 
“the restoration of Soviet power 
and the elimination of presiden- 
tial power as genetically alien to 
the people of Russia". 

Against this confnsion. the 
city’s poverty offered a powerful 
incentive for a backlash against 
the recent market reforms. 


US and 
EU under 
attack 
over Gatt 
delays 

By DavU Dodwed In Geneva 
and David Gardner in Brussels 

The US and European Union 
were accused yesterday of block- 
ing progress in the Uruguay 
Round of trade reform talks. 

Mr Peter Sutherland, director- 
general of the General Agree- 
ment on Tariffs and Trade, said: 
"Success is tantalisingly close 
but dangerously at risk because 
of a small number of Issues that 
bedevil the agreement" 

The issues separating the two 
“pale into insignificance against 
what has already been agreed." 
he insisted. "It is time for recog- 
nition that they have an obliga- 
tion to lead. That taking 

difficult decisions, recognising 
overall priorities and not allow- 
ing issues to be obfuscated by 
comparatively small matters." 

US and European Union trade 
negotiators continued talkin g in 
Geneva yesterday evening in a 
nerve-racking game of brinkman- 
ship that appeared to leave the 
successful outcome of the trade 
talks by the December 15 dead- 
line in the balance. 

From a breakfast-time disclo- 
sure by Sir Leon Brittan. the EU 
trade commissioner, that talks 
were “in crisis” in spite of four 
hours of discussion by trade min- 
isters from Canada, the US, 
Japan and the EU on Saturday, 
the mood seesawed through the 
day as talks faltered and then 
began again early in the evening. 

After the talks resumed there 
were signals that the fierce dis- 
pute over anti-dumping rules had 
been settled. Details were not 
expected until today. 

Overnight, Mr Mickey Kantor, 
the US trade representative, said 
after telephone consultation with 
Mr Lloyd Bentsen, the US Trea- 
sury secretary, that negotiations 
over the terms of including finan- 
cial services in the Uruguay 
Round accord were deadlocked. 

While speculation spread that 
negotiators were examining 
exclusion of financial services 
from the negotiations, later com- 
ments confirmed that the US-EU 
dispute over access to Europe’s 
television and film markets was 

EU issues pledge it hopes never 
to redeem, Page 3 
Gatfs last hurrah. Page 27 
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77ic chart shotes the member currencies of the 
exchange rate mechanism measured again.*;: the 
weakest currency m the system. Most of the curren- 
cies are permitted to fluctuate within 15 per cent 
of agreed central rates against the other members 
of the mechanism. The exceptions are the D-Mark 
and the guilder which move in a narrow 125 per 
cent band. 

US withdrawal: The US announced it will 
withdraw about 2.nW of its 8.200 troops from Soma- 
lia by Christmas. The news came as Somali gunmen 
wounded two US military police in Mogadishu. 

Boost lor Lloyd’s: Amalgamated Banks of 
South Africa will today announce a $l9.4m invest- 
ment in a Lloyd’s insurance subsidiary, proriding 
a much needed DU ip for the insurance market’s 
initiative to attract corporate capital. Page 24 

Coal strike nears end: Members of the United 
Mine Workers of America look set to agree an 
end to the seven-month US coal strike. Page 6 

Airlines settle: Canadian Airlines International 
and American Airlines have settled their dispute 
with the Gemini computerised reservations system, 
bringing the two «xuricrs within reach of a long-de- 
layed alliance. Page 26 


Hold-up in Israeli pull-out 
hits Mideast peace process 


By Mark Nicholson in Cairo 
and Julian Ozanne m Jerusalem 

The Middle East peace process 
suffered a clear setback yester- 
day after Israel delayed pulling 
out its troops from Gaza and Jeri- 
cho. 

The decision came after Mr Yit- 
zhak Rabin, the Israeli prime 
minister, and Mr Yassir Arafat, 
chairman of the Palestine Libera- 
tion Organisation, failed to agree 
the security details erf the with- 
drawal. 

The Israeli troops were due to 
pull out today under the outline 
peace deal signed in Washington 
in September. 

The two leaders, speaking at 
separate press conferences after 
more than two hours of talks, 
said only that they had agreed to 
meet again in Cairo in 10 days. 

Mr Rabin said the main differ- 
ences were "who is responsible 
for the lines diriding the territo- 
ries and Jordan and Egypt, the 
problem of difficulties at the bor- 


der, and the size of Jericho". 

The delay to the pull-out will 
raise the prospect of increased 
violence in Gaza and the West 
Bank. Mr Faisal Husseini, PLO 
chief for the West Bank, warned 
that without positive results 
from the summit and a serious 
set of gestures today “the whole 
region will be on the brink of a 
volcano". 

Mr Arafat appeared particu- 
larly dejected after the talks. 
Asked if the failure to meet the 
original deadline for the start of 
an Israeli withdrawal might 
spark further clashes, Mr Arafat 
replied only: “I hope not". 

However, Mr Rabin said he 
hoped that agreement could be 
reached at their next meeting. He 
said: “I don’t see any reason why 
in 10 days from now we cannot 
reach agreement on these 
issues." 

Asked why be believed agree- 
ment might then be possible 

where it was not yesterday, he 
replied only: “1 have some rea- 


sons, I will not explain them.” 

Mr Arafat, pressed for any like- 
lihood of progress within the 
next 10 days, said only that “the 
most important thing is that we 
are both committed to the decla- 
ration of principles" signed in 
Washington. 

Both men said discussions 
would continue on economic 
cooperation in Paris, and on the 
transfer of authority from Israeli 
to, Palestinian administration in 
Gaza and Jericho in El Arish, the 
Egyptian resort 

Mr Rabin said he was confident 
the full withdrawal could still be 
comfortably accomplished before 
the April 13 deadline outlined in 
the peace accord. 

Before Mr Rabin left for Cairo 
he had told a cabinet meeting he 
would compromise with Mr Ara- 
fat on the size of the Jericho area 
but would not concede control 
over border crossings. Mr Rabin 
also said differences over secu- 
rity for the main Israeli settle- 
ment in Gaza could be resolved. 
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This announcement appears as a matter of record only 

CINVen 

and 

Thomas J C Matzen 

jointly led the Management Buyout of 


£VW 


AG 


Equity provided by 
CINVen Funds 

Thomas J C Matzen 

The Management 

Senior Dept provided by 
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Having the capital to back a big idea is only half the secret. 
Having the vision to spot one is the other half. 
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NEWS: EU SUMMIT 


Summiteers at odds over Ecofin council’s role 

EU Rottweiler both 
petted and panned 


By Andrew HOI in Brussels 

If there is one question 
' unresolved following the Brus- 
sels summit, it Is the strange 
case of the European finance 
ministers' split personality. 

As a result finance ministers 
return to Brussels today to dis- 
cuss the technicalities of carry- 
ing forward the ambitious 
growth plans agreed by their 
political masters on Saturday, 
not quite sure whether they 
are the angels or the devils of 
the new European Union. The 
answer probably depends on 
your point of view. 

At one extreme, there is Mr 
Jacques Delors, the European 
Commission president. In an 
animated contribution to Sat- 
urday's post-summit press con- 
ference. he condemned the 
finance ministers as both arro- 
gant and ignorant on the sub- 
ject of funding for new cross- 
border infrastructure projects. 

"Ignorance doesn't prevent 
you from getting on as a politi- 
cian, but sometimes if you 
know what you're talking 
about it >s quite useful." he 
told journalists. 

At the other end of the scale 
is Mr John Major, the British 
prime minis ter, and an enthu- 
siast for a powerful Ecofin 
council. On Friday, he railed 
against the Belgian presiden- 
cy's decision to exclude the 
finance ministers from the 
leaders' discussion of EU 
growth plans, c laiming it was 
like preventing the “resident 
physician" from helping to 
analyse the patient's fever. 

On Saturday, Mr Major went 
further. Many heads of govern- 
ment, he said, had reacted to 
the approach of the finance 
ministers by “holding up a 
clove of garlic zLnd shouting 
'unclean'" to keep them away 
from the building. Mr Major 
probably had in mind the atti- 
tude of President Franpois Mit- 
terrand, who told fellow lead- 
ers on Friday that sending the 
detail of Mr Delors' growth 
plans bach to finance ministers 
would be the same as burying 
them. 

In fact, the Ecofin council 
has already built up something 
of a reputation as the Rottwei- 


ler of the Union's many minis- 
terial groups. To governments 
which want to defend them- 
selves against unpalatable 
extra expenditure or fiscal 
measures it is a useful guard- 
dog. but to other governments, 
the Commission, and even min- 
isters in other councils, it can 
be a dangerous nuisance with 
a tendency to savage their pet 
ideas. 

In June, for example, the 
Ecofin council effectively 
shelved the idea of a European 


Some see it as 
a useful guard 
dog, others 
regard it as a 
dangerous 
threat to their 
pet ideas 


energy tax, in spite of earlier 
agreement between energy and 
environment ministers on the 
principle. During the Belgian 
presidency, the ministers have 
found themselves at logger- 
heads with the Commission 
over its white paper on growth, 
competitiveness and employ- 
ment. and proposals for legally 
binding macro-economic guide- 
lines. Finance ministers have 
also been condemned by Mr 
Delors for their sluggishness In 
enacting EU leaders' promises 
on a European growth initia- 
tive at tbe Edinburgh and 
Copenhagen s ummi ts 

The bone of contention at 
the Brussels summit was Mr 
Delors' suggestion that the EU 
should find some EcuSbn 
(£6.1bn) of extra financing each 
year to back big infrastructure 
projects in energy, transport 
and telecommunications, possi- 
bly by issuing “Union bonds”. 

After the meeting, Mr Major 
and Mr Kenneth Clarke, his 
chancellor of the exchequer, 
said this idea had been thrown 
out by leaders. But, Mr Jean- 
Luc Dehaene, the Belgian 
prime minister who chaired 


the meeting, said “all the 
options were open, including 
the possibility of Union 
bonds". 

For Mr Dehaene and Mr 
Delors it was more important 
that leaders had backed the 
principle of an action plan, 
including infrastructure invest- 
ment, and measures to 
improve employment opportu- 
nities. 

However, when pressed on 
the funding question, Mr 
Delors was crushing about 
some finance ministers’ claim 
that the European Union or 
the old European Community 
had rarely, if ever, borrowed, 
money on such a scale. “The 
finance ministers were very 
arrogant about this, but if Fd 
asked how much the Commu- 
nity had borrowed this year, 
they would have got nought 
out of 20." he said. 

In 1993, he pointed out, the 
Union had borrowed Ecu6bn 
and been named "borrower of 
the year"; in 1979, the member 
states won a facility to borrow 
Ecu7bn which was lent on to 
companies; in 1975, Ecu6bn 
was borrowed to cope with the 
oil crisis. 

Nonetheless, it is finance 
ministers who will bear the 
brunt of the follow-up work on 
trans-European networks, the 
growth initiative and further 
financing. 

According to the s ummi t 
communique, finance minis- 
ters are expected to finalis e the 
text on macroeconomic guide- 
lines today and report back 
annually on its implementa- 
tion. 

They must also adopt a sys- 
tem of interest-rate subsidies 
for small and medium-sized 
companies before the end of 
the year; assist the Commis- 
sion in implementing infra- 
structure programmes "effi- 
ciently, consistently and as 
soon as possible"; and study, 
together with the European 
Investment Bank and the Com- 
mission, how to mobilise that 
additional Ecu8bn a year for 
investors in networks. 
Whether or not the ministers 
do their homework. It seems 
that the Ecofin council is indis- 
pensable. 



Chancellor Helmut Kohl (for right) makes a point to the press, while Mr Edouard Ballador (left) has a quite word with President Faufols Mitterrand aw 

More retreat than defeat on Euro-laws 


By David Gardner In Brussels 

Legislation on drinking and 
bathing water quality is to be 
recast into more simplified 
"framework" directives, with 
standards that EU member 
states will be able to imple- 
ment as they see fit, leaders 
decided at the weekend. 

This body of EU law was 
among a range of regulations 
the European Commission has 
reviewed In the light of the 
Union’s subsidiarity doctrine, 
which in theory licenses action 
at European level only when 
national, regional or local mea- 


sures would prove Inadequate. 

The Commission agreed to 
repeal 16 of 22 laws on an 
Anglo-French “hit-list,” Itself a 
much scaled-down version of 
the 71 items the UK had origi- 
nally wanted discarded. How- 
ever. the Co mmiss ion review 
document approved by the 
summit on Saturday was not a 
surrender. The political cli- 
mate which has developed as a 
result of the nearly 300, often 
intrusive. Euro-laws which put 
the Single Market in place, and 
public reaction to the Maas- 
tricht treaty, has chastened 
Brussels and governments. 


Most of the legislation In the 
review is for recasting and sim- 
plification rather than outright 
scrapping. It includes a vast 
corpus of customs legislation, 
rules on takeover bids and 
indirect taxation, on the classi- 
fication of pharmaceutical 
products and foodstuffs, on 
mutual recognition of profes- 
sional qualifications, as well as 
the water directives dating 
from the late 1970s. 

The document warns on the 
water directives that “applica- 
tion of the subsidiarity princi- 
ple must not be allowed to 
lower these standards". And it 


specifically exdudes from the 
review the urban waste water • 
directive, which Mr Kenneth 
Clarke, UK chancellor, 
attacked last month on cost 
grounds, and officials in Lon- 
don had expected to be axed. 

Also excluded were individ- 
ual social and employment 
Euro-laws on the grounds that 
the recent Commission green 
paper on social policy has 
started "a broad debate on the 
future options of the Union in 
this field”. The so-called 
“acquired rights" directive, 
protecting workers' rights 
when their company passes 


Clarke’s capers cut little ice 

Philip Stephens on the UK chancellor’s startling summit debut 


into new hands, is to be 
amended next year “to simplify 
its application and enhance Its 
effectiveness". 

The change of heart Is most 
unlikely to lead to a general 
roll-back of EU legislation. An 
underestimated aspect of the 
post-Maastricht climate is the 
more uninhibited way in which 
member states prosecute their 
national interests, and partly 
as a result, mistrust each other 
to implement agreements and 
laws reached jointly. This, as 
Brussels well appreciates, 
often leaves EU institutions 
holding the ring. 
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Mr Kenneth Clarke prides himself on 
being one of the British cabinet’s good 
Europeans. Hie owns up to believing in a 
single European currency. He speaks of 
the post-Maastricht European Union with- 
out biting his lip. Mr John Major prefers 
still to refer to the European Community. 

But the chancellor of the exchequer’s 
performance in Brussels over the past 
week has left more than a few of his 
European counterparts perplexed and not 
a little irritated. Mr Clarke himself 
appears characteristically unperturbed. 

Last week started with him denouncing 
Mr Jacques Delors' white paper on 
growth, competitiveness and unemploy- 
ment even before he had seen the final 
version. By the end of the summit the new 
boy on the Brussels block was boasting 
that the finance ministers had success- 
fully "filleted" the document before it was 
incorporated in tbe conclusions of then- 
leaders. Those conclusions would not 


require the British government to 
“change any item of its policy”. 

In between Mr Clarke had denounced 
Mr Delors for trying to slip the document 
past the finance ministers. 

Overall, it was not a performance to 
endear him either to Mr Delors or to col- 
leagues from other European capitals. 
“Why does he behave like this?" asked 
one bemused Commission official. 

It is partly a question of style. Good 
Europeans are supposed to behave like 
the urbane Mr Dougals Hurd, the foreign 
secretary, fighting their national corner 
with softly spoken charm and sophistica- 
tion. Mr Clarke, who hails from the street- 
corner school of politics so admired in the 
British House of Commons, has not learnt 
to speak the language of diplomacy. An 
instinctively rumbustious politician, he 
perhaps never will. 

So plans for the Community to raise an 
extra Ecu4tibn (£30.5 bn) for infra s tructure 


projects through Union Bonds were not 
“misguided” or even “mistaken”. They 
were nonsense, nothing more than an 
attempt to catch an easy headline. 

Nor was he modest in his claims for 
British achievements at the summit. 
Europe’s decision to back supply-side poli- 
cies aimed at lowering employment costs, 
boosting competitiveness and deregulat- 
ing markets had demonstrated tbe UK 
was firmly In the European mainstr eam. 
Understandably perhaps, he was mare ret- 
icent about the fact that the central ele- 
ments of Mr Delors 1 white paper had been 
endorsed by other governments. 

British officials are convinced that his 
European colleagues will get used to Mr 
Clarke's rougher edges - and will discern 
through the occasional bluster a genuine 
commitment to Europe. The chancellor’s 
own assessment at the end of the week 
was typically uncompromising: “My cre- 
dentials are impeccably European.” 
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NEWS: EU SUMMIT 


warned 

of tighter 

sanctions 

- By David Gardner in B nmafg ' 

Salons against Serbia wffl 
tightened unless it cedes 
wme conquered territo?Tto 
Bosnia, European Union lead- 
ers warned at their summit 

But they invited the Serb 
> Bosnian and Croat leaders to 
meet their foreign ministers in 
Brussels on December 22, to 
take up what the summit con- 
clusions described as “now a. 
real possibility of achieving 
peace” in Bosnia. 

The special meeting is also 
aimed at averting what the 
summit called the “humanitar- 
ian disaster — . threatening 
Bosnia-Hercegovma this win- 
ter", because of the warring 
parties’ failure to comply with 
undertakings their political 
and military leaders gave to 
the Twelve in . Geneva on 
November 29, to allow unim- 
peded p a ssa ge to aid convoys. 

The Union, which on Novem- 
ber 22 threatened to use mili- 
-- tary force to get the convoys 
" through, warned in the conclur 
sums that the factions “must 
adhere strictly" to what was 
agreed in Geneva. 

Next week's meetin g was 
convened under German pres- 
sure, in spite of nervousness 
by the current Belgian presi- 
dency of the EU that new 
peace talks could fail Even Mr 
Klaus Kinkel, Germany’s for- 
eign minister, put champs of 
success at “still 50-50” but 
Chancellor Helmut Kohl said: 
“I can only hope that, a few 
days before Christmas, we will 
see some more reason and 
humanity" in Bosnia. 

The Twelve appeared to 
m agree with Lord Owen, the 
" EU's negotiator on Bosnia, that 
a breakthrough may be possi- 
ble if real pressure is applied to 
the warring parties. There was 
also concern among amw dele- 
gations that Greece, which 
takes over the rotating EU 
presidency from Belgium next 
month, might be seen as less 
than impartial because of its 
traditional sympathies toward^ 

Serbia. 

But Mr Theodores Pangalos, 
the Greek alternate foreign 
minister who will chair the 

ua^^dtbe FT on the eve of 
the summit that he thought 
the Serbs would agree to the 
land-for-peace formula the EU 
offered in Geneva. “Nobody 
should be tempted into waiting 
for a spring offensive" in an 
effort to. secure more land, he 
warned. 

The summit conclusions 
underlined that “the Serbs 
must be aware of the responsi- 
bility they take upon them- 
selves should they continue 
adopting an inflexible attitude. 
They must realise that only 
real territorial concessions by 
v them in Bosnia-Hercegovina 
JV ?nd acceptance of the modus 
viverzdi in Croatia will induce 
the European Union to work, 
as it promised to do in Geneva, 
for the progressive and condi- 
tional suspension of sanctions 
in line with implementation." 

Earlier attempts, led by Ger- 
many, to get sanctions tough- 
ened, were softened into an EU 
commitment to “promote a 
more rigorous application of 
sanctions" against Serbia until 
a peace settlement requiring it 
to cede 3-4 per cent of the terri- 
tory it holds in Bosnia. 

At the summit. Lord Owen 
was warned by EU external 
relations commissioner Mr 
Hans van den Broek against 
giving Serbia’s President 
7k Slobodan Milosevic the impres- 
T sion that he could secure more 

territory if he ended the war. 


EU issues a pledge it hopes never to redeem 


The European Union issued a 
promissory note to French ' 
. fanners- at the summit to get 
France to sign up to the Uru- 
guay Round world trade deal 
now within reach. But it is far 
.from certain that the EU win 
have the resources to redeem 
this pledge if the note is ever 
presented for payment. - 
. At the same tune, . the 12 
heads of government Iss u e d 
negotiating guidelines on tex- 
tiles, cinema and broadcasting, 
and future multilateral trade 
rules and weapons, which 
could complicate efforts to con- 
clude the Gatt taflm in Geneva. 

• EU foreign ministers start 
what could turn into a week- 
long meeting today to try to 
put flesh on. the bones of the 
summit’s Gatt guidelines, 
which Sir Leon Brittan, the 
chief EU trade , negotiator, will 
also have to factor in to his 

Deadlock 
broken 
oyer R&D 
spending 

By Andrew HB fn Brussels 

EU leaders have managed to 
break the deadlock over fman- 
ctng.the Union’s research and 
development budget for the 
next five years. 

They agreed that . the total 
budget 1 for the EU’s fourth 
“framework programme" of 
research, and development, 
which runs from 1994 to 1998, 
should be “not less than 
Ecnl2bn (£9.14bn), to which 
might be added a reserve of 
Ecullm (£760m), to be released 
at ^ later date". 

That appears to represent a. 
small victory for the European 
Commission, which .had pro- 
posed an R&D budget of 
Ecul3.1bn lor the five-year 
programme- That plan was 
. supported in meetings of 
research ministers by nine 
member states. But at last 
Monday's research cuumdL the 
Union’s biggest paymasters, 
Prance,' Germany and Britain, 
held out for a lower Agora - 
said to be around. Ecnllbn - 
and the issue had to be passed 
to ttia summit. 

The leaders - acknowledged 
that the research programme 
would be an important ele- 
ment in support of the general 
growth plans agreed on Satur- 
day. In their communique they 
said u the implementation of 
an. ambitions, well-targeted 
research programme consti- 
tutes a significant contribu- 
tion to efforts towards recov- 
ery, particularly in areas such 
as information technology". 

If the Eeul2bn budget is 
approved by the European par- 
liament, some EcnlO^bn will 
be spent on the R&D projects 
themselves, and the rest on 
training, international 
co-operation and dissemina- 
tion of results. Research min- 
isters have already agreed that 
282 per cent of the Ecul0-5bn 
tftinTiid go to fund information 
technology and communica- 
tions research, 18.15 per cent 
towards non-nuclear energy 
projects, 16 per cent to indus- 
trial technologies, 13.1 per 
cent to life sciences, such as 
biotechnology, and 9 per cent 
to environmental projects. 

Even at a reduced figure of 
EcnUbn, the fourth frame- 
work programme is, in abso- 
lute terms, the largest ever 
undertaken by the EU. But 
Commission officials point out 
that it cannot be compared 
directly with the 1990-94 pro- 
gramme (worth Ecn6.6bn) 
because of inflation and 
changes in its composition. 
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David Gardner on the potentially heavy price for a Gatt accord 


tactics in Geneva. 

Thfi F rench har d line encour- 
aged countries like Spain, Por- 
tugal, Greece, Ireland and Bel- 
gium to come forward with 
their own last-minute lists of 
demands that had to be satis- 
fied either within the Gatt 
negotiations, or to offset dam- 
age to national interests if a 
deal is reached. 

The summit conclusions 
described textiles as “of vital 
importance to one member 
state", in implicit reference to 
Portuguese threats to veto Gatt 
unless the US offers more mar- 
ket access for textiles, or the 
EU helps Portugal restructure 
its textiles sector. 

The conclusions also require 
on agreement which “guaran- 


tees special and separate treat- 
ment of audiovisual matters 
both now and in the future". 
France, with strong backing 
from countries such as Spain 
and Belgium, wants cinema 
and broadcasting kept out of 
Gatt altogether to guard 
against further cultural “inva- 
sion" from the US. 

Greek objections to US pro- 
tectionism in ocean shipping 
probably mean that maritime 
transport will now be taken 
out of the Geneva negotiations, 
Brussels officials say. 

The French and Spanish 
demand for tougher trade 
defence mechanisms to put up 
against US Section 301 legisla- 
tion will be looked at by the 
foreign ministers on the basis 


of a plausible compromise 
drafted at the summit. 

On agriculture. France 
demanded a guarantee that 
fanners would not have to “set 
aside," or take out of produc- 
tion. any more land if the out- 
put forecasts of the reformed 
common agricultural policy 
push the exportable agricul- 
tural surplus above Gatt limits 
on subsidised food exports. 

In practice, that would mean 
cutting prices to world market 
levels so the EU could export 
without subsidy. Farmers 
would then get direct compen- 
sation for the cuts which 
would cost the EU budget 
Ecu2bn (£1.52bn) for every 
EculO by which the world price 
target had been missed. 


A joint Franco-German text 
spelled all but the cost of this 
out. and in addition, offered 
German farmers guarantees 
cheir incomes would not be 
affected by any further revalu- 
ation of the D-Mark, as well as 
letting east German farmers off 
part of the penalty for exceed- 
ing by 10 per cent the area 
they are allowed to planL 
In the event. France got the 
more ambiguous commitment 
that if the CAP forecasts and 
Gatt limits collide, this would 
“not increase the restraints of 
the reformed CAP". The EU 
“would, if necessary, take the 
requisite steps while respect- 
ing the decisions of the Edin- 
burgh European Council" last 
December, which put a ceiling 


on EU farm and budgetary 
expenditure. The German 
demands, which could prove 
even more costly than 
Francs’s, have been left for fur- 
ther wrangling. 

Mr Edouard Balladur, 
French prime minister, who 
has to sell a Gatt deal to parlia- 
ment this week, acknowledged 
that the set-aside guarantee 
was implicit, but insisted that 
"it is agreed that what needs to 
be done will be done”. 

Mr John Major, UK prime 
minister, chose to emphasise 
“there will be no change to the 
own resources (EU budget] 
limit and that has been 
agreed". Do these commit- 
ments add up? 

A Gatt agreement will not 


start until 1995, and whether 
CAP output forecasts are accu- 
rate will not be known until 

1996. The revised Blair House 
EU-US accord on farm trade 
pushes part of the Gatt cuts 
towards the end of its six-year 
timetable. So nothing should 
have to be done until around 

1997, and only then if produc- 
tion projections are wrong. But 
by then, the EU budget, which 
moves up in line with com- 
bined grass domestic product, 
should have more resources, 
assuming growth resumes. 

But if Germany eventually 
gets the "green” D-mark for- 
mula it wants - the costly 
“switchover” mechanism 
which raises farm prices in all 
countries in line with the 
strongest revaluing currencies 
- such calculations could be 
worthless, and the promissory 
note will fall due. 


Kohl plans to take Europol under his wing 


By AndreW HtU in Brussels 

Germany will make a special effort 
during its presidency of the Union 
next year to strengthen the powers of 
Europol, the fledgling pan-European 
police agency, to tackle organised 
crime. At a news conference after the 
summit. Chancellor Helmut Kohl 
described organised crime as a “can- 
cer" spreading through the EU. “The 


need for intense co-operation between 
governments is urgent," he said. 

During the summit. EU leaders 
approved a plan of action, drawn up 
by justice and home affairs ministers 
last month, to reinforce the fight 
against drug trafficking, money laun- 
dering and organised crime. 

But although other leaders and the 
Belgian presidency only touched on 
the issue in their briefings, Mr Kohl 


made a special effort to underline the 
need for greater co-operation. He is 
known to have been disappointed that 
he did not persuade his fellow leaders 
to insert more robust commitments 
on international crime-fighting into 
the Maastricht treaty two years ago. 

Europol. based in The Hague, is cur- 
rently charged with co-ordinating the 
European fight against drugs traffick- 
ing. but EU leaders agreed that a spe- 


cial Union convention should be pre- 
pared by next October aimed at broad- 
ening its responsibilities. 

Mr Kohl said a pan-European 
approach was the best way to tackle 
such cross-border problems, as 
regional and local police were unqual- 
ified to deal with international crime. 

As if to underline the difficulty of 
getting 12 member states to agree on 
sensitive justice and interior matters. 


EU leaders were forced to note in 
their communique Spain's objection 
on principle to implementation of 
common EU action on asylum. Madrid 
is protesting about Belgium’s sympa- 
thetic treatment of two Spaniards sus- 
pected of links with Eta, the Basque 
terrorist group. It wants to extradite 
the pair but last week a Belgian court 
freed them pending investigation of 
their plea for political asylum. 
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Turbine engineer Norbert Hein knows a thing or two about hot air. So he is usually sceptical when manufacturers trumpet their latest development. Except that Norbert really 
has noticed a difference in the performance of his car’s engine since he switched to Shell Advanced Unleaded. And his turbines? We’re working on that Norbert. 
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US grounds 
aircraft 
subsidy talks 


Negotiators on financial, shipping and audio-visual sectors at loggerheads 

Haggling clouds Gatt hopes on services 


By Frances WflHams in Geneva 

Negotiations on a Gatt code 
disciplining state subsidies for 
aircraft ground to a standstill 
at the weekend after US Indus* 
try representatives said the 
proposed agreement was unac- 
ceptable. 

“Right now I don't see the 
aircraft agreement as a basis 
for going forward," a senior US 
official said yesterday. The 
impasse followed strong objec- 
tions by American engine and 
component manufacturers to 
being included in the revised 
code, which would restrain 
subsidies of all kinds to the 
aircraft industry. 

There were signs later in the 
day that another attempt 
might be made to resuscitate 
the talks. Officials were reluc- 
tant to term the issue a 
“round-breaker'', but failure 
would be a serious setback to 
efforts to secure fairer competi- 
tion in the aircraft sector. 

Trade negotiators from other 
countries involved in the air- 
craft talks said the US industry 
was making a strategic mis- 


take in rejecting a deal that 
would rein back state supports 
for the aircraft industry 
around the world, including 
emerging competitors in the 
Far East The industry is the 
US's biggest export earner. 

The US and EU agreed last 
year to press for “multilateral- 
isation” of their 1992 bilateral 
accord capping state subsidies 
to the European Airbus and 
placing a limit on US indirect 
supports via military and space 
research contracts for aircraft 
manufacturers. 

However, the bilateral pact 
applies only to large civil air- 
craft, whereas Gatfs existing 
civil aircraft code applies to all 
aircraft and components, and 
covers 22 signatories with a 
wide variety of subsidy 
systems. 

The US industry is objecting 
to inclusion in the revised code 
of provisions that would 
impose tighter disciplines on 
research-based subsidies than 
those included in the separate, 
and more general, subsidies 
agreement being negotiated in 
the Uruguay Round. 


By David Dodwofl, World Trade 
Editor, in Geneva 

■Hopes for a wide-ranging 
Uruguay Round agreement to 
boost international trade in 
services were clouded yester- 
day as US and European Union 
negotiators continued to hag- 
gle inconclusively over reform 
of key services sectors. 

While Mr Peter Sutherland, 
Gatt's director general, railed 
at the US and the EU for foil- 
ing to settle their differences, 
negotiators on financial, ship- 
ping and audio-visual services 
remained at loggerheads in 
spite of intensive meetings 
throughout the weekend. ' 

Trade officials questioned 
what would be left of any 
agreement to liberalise trade in 
services if commitments in 
banking, securities, stopping 
and the entertainment indus- 
try were minimal. 

In literal terms, it would 
include trade in insurance ser- 
vices, tourism, construction, 
professional services, consul- 
tancies, and limited easing on* 
the movement of workers, but 
these are small by comparison 
with the three sectors blighted 
by dispute. 

One senior official called tor 
negotiators to rein in their 
ambitions in order to make 
compromise possible. He 
reminded negotiators that pres- 





Mickey Kantor and Sir Leon Brittan in Geneva: audio-visual services remain biggest obstacle ap 


ent disputes ignored bow much 
more ambitious the agreement 
to liberalise services had 
become since the decision in 
Punta del Sste in Uruguay in 
1986 to bring trade in services 
into the Gatt. 

“Al Punta del Este we were 
talking onfy of a framework of 
rules for services. It was only 
in 1990 that countries raised 
their sights to the idea of get- 
ting commitments to liberalise. 
It is true that most of the offers 
today offer little more than 
standstills, but at least that Is 


a start They provide a founda- 
tion for us to work from in 
future rounds." 

Mr Larry Summers, US dep- 
uty treasury secretary, yester- 
day challenged this view: “We 
have not achieved what the US 
financial services industry was 
hoping to achieve in 1986," he 
said shortly after arriving in 
Geneva 

He insisted the US had “very 
substantially modified its posi- 
tion" since summer, when 
negotiators were warning they 
would withdraw their financial 


services offer completely if 
other countries did not come 
forward with better market- 
opening offers. 

“We think that everyone’s 
legitimate interests are pro- 
tected by the two-tier most 
favoured nation option we 
have proposed. Those who 
have made serious commit- 
ments to national treatment 
will get a full set of commit 
meats from the US." 

He complained that many 
countries were still refusing to 
guarantee minimum access to 


A concrete example of 
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conventional ideas upside down 
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foreign banks and brokers no 
worse than that currently 
available. 

Negotiators are understood 
to be considering whether 
some kind erf carve-out could 
be managed for financial ser- 
vices which would allow nego- 1 
tiadons to continue beyond the ; 
December IS deadline for com- ; 
pletion of the Uruguay Round 
agreement Officials question 
how a services agreement 
could be completed in such cir- 
cumstances, or even whether 
the entire Uruguay Round 
package would not be jeopard- 
ised if commitments on finan- 
cial services remained unclear. 

On maritime services, negoti- 
ators gloomily predicted that 
ocean shipping now seemed 
unlikely to remain in the Uru- 
guay deal, after EU officials 
discovered on Thursday that a 
US offer was much more lim- 
ited than originally expected. 

The most critical “round- 
breaking" Issue remained the 
US-EU row over access to 
Europe's television and film 
industries. Mr Mickey Kantor. 
US trade representative, said 
yesterday he felt all other dif- 
ferences could be settled if 
compromise could be found on 
the audio-visual issue. 

Mr Jack Valenti, president of 
the Motion Picture Association 
of America, Insisted that “we 
are really trying to be flexible". 


Praise for 
Hungary’s 
farmers 


By Nicholas Denton 
In Budapest 

Hungary’s formers are among 
the best placed to benefit from 
a liberalisation in world trade 
following a successful conclu- 
sion of ffie Gatt Round, accord- 
ing to a report by the Organi- 
sation for Economic Co-op- 
eration and Development 

The study finds that the 
level of agricultural subsidy in 
Hungary is Iowa: than in any 
of the 24 developed states bar 
New Zealand. 

Hungary has a “producer 
subsidy equivalent" of just 8 
per cent compared with an 
OECD average of 44 per cent, 
according to 1992 figures. 

Budapest’s Agriculture Min- 
istry said that the low level of 
support put Hungarian form- 
ing in a strong position in the 
event of a Gatt breakthrough. 

While most countries would 
have to cut subsidies, Hungary 
would be allowed to maintain 
the current level of support 
and competitiveness would 
therefore improve, the minis- 
try said. 

Antal! obituary, Page 6 


Portugal 
Socialists 
sense poll 
victory 

By Peter Wise in Lisbon 

The Portuguese voted 
yesterday in nationwide 
municipal elections in which 
tire opposition Socialists were 
expected to inflict a significant 
defeat over the ruling Social 
Democrats of Prime Minister 
Anflral Cavaco Silva. 

Mr Cavaco Silva accused 
opposition forces of trying to 
push the vote beyond local 
issues into a national verdict 
on government performance In 
the hope of persuading Presi- 
dent Mario Soares, himself a 
Socialist, to dissolve parlia- 
ment: and call an early general 
election before the next 
scheduled ballot in October 
1995. 

Mr Soares wonld consider 
calling an early election if the 
Social Democrats suffered suc- 
cessive defeats in yesterday’s 
poll and a ballot for the Euro- 
pean parliament in June, 
according to those close to the 
president He would also take 
into account the economic and 
social climate. 

The Socialist party distanced 
itself from the threatening 
signs coming from Mr Soares. 
“We will not call for a dissolu- 
tion of parliament even if we 
win every council in the coun- 
try,’' guaranteed Mr Antonio 
Guterres, the Socialist leader. 
Instead, the Socialists accused 
the government of deliberately 
dramatising the issue. 

“Aware that they face an 
overriding defeat, the Social 
Democrats are trying to con- 
vince the country that the 
municipal elections coaid 
affect the stability of the gov- 
ernment hi the hope that this 
will play in their favour," said 
Mr Guterres. 

Opinion polls were unani- 
mous in forecasting that the 
Socialists would extend the 
majority of the country’s 805 
municipal councils that they 
already held after- a backlash 
vote against the Social Demo- 
crat government in the previ- 
ous elections in 1989. 

Social Democrat campaign 
managers say the party should 
improve its position in the 
Aleatqjo plains of southern 
Portugal, a traditional Com- 
munist stronghold, and in the 
south coast Algarve region, 
until now solidly Socialist. 

But tiie Socialist and Com- 
munist alliance ruling Lisbon 
is expected to renew its man- 
date and Socialist domination 
of Portugal’s second city 
Oporto Is unlikely to be 
dented. 

Social Democrat officials 
also admit privately that the 
Socialists and Communists are 
likely to win most other large 
cities. 
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FIDELITY GLOBAL INDUSTRIES FUND 
Sodftf d'Investteement ft Capital Variable (Skav l 
KansalUs Boose, 3rd Floor 
Place de I'EtoOe. BP 2174, MOZ! Luxembourg 
RC B 24816 

NOTICE OF ADJOURNED GENERAL MEETING 

NOTICE is hereby given that the General Meeting of ihe Share- 
holders convened for November 25 at 1 1 .00 am al the registered 
office of the Company has been postponed by the Board at the 
request of a shareholder representing more than 1/5 of the outstan- 
ding shares of the Company as at that date. 

The Adjourned Meeting will be heid at the registered office of the 
fund at 1 1.00 am on December 28. 1993. specifically, but without 
limitation, for the following purposes: 

1. Presentation of the Report of the Board of Directors. 

2. Presentation of the Report of the Auditor. 

3. Approval of the balance sheet and income statement for the 
fiscal year ended July 31. 1993. 

4. Discharge of the Board of Directors and the Auditor. 

5. Election of six t6l Directors, specifically the re -election of 
Messrs. Edward C. Johnson 3rd. Bany R. J. Bateman. Charles T. 
M. Coilis. Sir Charles A. Baser. Jean Hamibuc and Hclmen Frans 
van Jen Hovcn. being all of the present Directors. 

6. Election of the Auditor, specifically the election of Coopers & 
Ly brand. Luxembourg. 

7. Proposal, recommended by the Board of Directors. u.< amend . 
Article 15 of the Fund's Ankles of Incorporation in its entirety, 
principally in order to delete the specific limitations in the nature 
of investments safeguards and to delete the description of certain 
of the powers of the Board of Directors set forth therein and to 
substitute more general language in order to provide greater 
discretion to the Board in determining the Fund's investment 
Safeguards and permissible investments, and lo describe more 
generally the Board's authority to manage the Fund's business, 
subject to the requirement of Luxembourg law and regulation. 
Copies of Article 15 as proposed to be amended may be obtained 
from the Fund al its registered office in Luxembourg and have 
been mailed to all registered shareholders with the Nolice of the 
Meeting convened for November 25. 1993. 

8. Consideration of such other business as may properly come 
before the meeting. 

Approval of items 1 through 6 of the agenda will require I he affir- 
mative vote of a majority of the shares present or represented at 
the meeting with no minimum number of shares present or repre- 
sented in order lo form a quorum to be present. 

Approval of item 7 of the agenda will require the affirmative vote 
of two-thirds (2/3) of the shores present or represented at the 
meeting at which a majority of the outstanding shares must be 
present or represented; if a quorum is noi present then at an 
adjourned session of (he meeting, approval of item 7 shall require 
the affirmative vote of two-thirds (2/3) of the shares present or 
represented at the meeting with no minimum number of shares 
present or represented in order for a quorum (o be present. 

Subject to the limitations imposed by the Ankles of incorporation 
of the Fund with regard to the ownership of shares which consti- 
tute in the aggregate more than three jwr cent (3»j of the outstan- 
ding shares, each share is entitled to one vote. A sharchol«fcr may 
act at any meeting by proxy. 

Date: November 25. 1993 

BY ORDER OF THE BOARD OF DIRECTORS 
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If you’re traveling to the United States, consider this: Delta Air Lines can take you nonstop to more 
cities in the U.S., from more cities in Europe, than any other airline in the world. And once you’re in the 
U.S., Delta can take you on to more than 250 cities across America. Conveniently. Comfortably 

For reservations or information, contact your Travel Agent or Delta. No other airline gives you 


so much of America from so much of Europe. 
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NEWS: INTERNATIONAL 


New president’s victory reflects popularity of outgoing Aylwin government 

Landslide for Frei 
in Chilean election 


NEWS IN BRIEF 
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Andorrans vote 
for first time 




By Stephen Fidler and 
David PilBng in Santiago 


Mr Eduardo Frei of the 
governing Co ncertadta coali- 
tion swept to victory in Chile's 
weekend presidential elections, 
winning the largest popular 
backing of any Chilean head of 
state in 60 years. 

Mr Frei, whose father was 
president from 1964 to 1969, 
won 58 per cent of the vote, 
against around 24 per cent for 
his main rival, Mr Arturo Ales- 
sandri of the centre-right By 
securing more t han half the 
vote, he avoided a run-off in 
February, and will take office 
on March 11. 

His victory was built on the 
popularity of the four-year gov- 
ernment of President Patricio 
Aylwin, which is credited with 
engineering a largely success- 
ful transition to democracy 
from the 17-year dictatorship of 
General Au gusto Pinochet. Mr 
Aylwin is set to leave office as 
Chile's most popular president 
ever, according to Mrs Marta 
Lagos, director of. polling 
organisation. Cere. 

For the first time in more 
than half a century, the elec- 
tion did not result in a shift of 
power to the opposition. Never- 
theless, it underlined Chile's 
long-standing voting patterns, 
which divide the electorate 
into roughly equal blocks of 
left, centre and right. 

Parliamentary elections, also 
held on Saturday, left the 
shape of Congress little 
altered. This will make it diffi- 
cult to achieve changes sought 
by Mr Frei to the 1980 constitu- 
tion. which require a two- 
thirds majority in both houses. 
The constitution, drawn up 
under the military, packs the 
Senate with appointees of the 
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Frei: father’s footsteps 


Pinochet regime and does not 
allow the president to appoint 
or remove the bead of the 
armed forces - Gen Pinochet 

Mr Frei is not expected to 
veer much from the economic 
policies that have helped Chile 
become Latin America’s fastest 
growing economy. Growth this 
year is expected to be &2 per 
cent after 10.3 per cent in 1992. 

During the Aylwin adminis- 
tration, some 10 per cent of the 
population has risen out of 
poverty. Unemployment has 
fallen nationally to 4.5 per cent 
and real wages have risen by 

3.5 per cent annually, largely 
in line with productivity 
growth. Meanwhile, Chile has 
the highest investment rate in 
Latin America, estimated at 

27.5 per cent of gross domestic 
product this year. 

In an interview just before 
the election. Mr Frei said: “It's 
clear the four-year transition is 
over and Chile has recovered 
its democratic tradition.*' 

The main challenges that 


had faced Mr Aylwin con- 
cerned human rights, the con- 
solidation of democracy and 
the reconciliation of develop- 
ment with social justice, he 
said. “These tasks have been 
achieved and we therefore 
have other priorities, such as 
the fight against poverty and 
improving education.” 

Mr Ricardo Lagos, a socialist 
leader within the ConcertadOn 
and likely cabinet minis ter, 
said social issues would 
become the highest priority 
“not because Aylwin did badly, 
but because he's done well". 

Mr Alejandro Foxley, the 
outgoing finance minister, 
agreed that the new adminis- 
tration would have to reorder 
its priorities. “We have institu- 
tional problems, that could 
become serious, in the way 
that health and education ser- 
vices are provided. 

“We are not happy with the 
way the system is working 
either on the public or the pri- 
vate side," he said. The private 
health system needed better 
regulation to stop insurers 
from withdrawing coverage 
from high-risk patients. The 
public system was overcentral- 
ised. prone to industrial con- 
flict and still suffered from 
years of inadequate funding by 
the military regime. 

Mr Frei foresees radical 
reforms in these areas, particu- 
larly in education. “If we are 
really serious about leaving 
the ranks of underdeveloped 
nations, we will have to intro- 
duce profound changes in the 
educational system and in 
work training,” he said. 

However, Mr Juan VUlarzh, 
Mr Frei's main economic 
adviser and his expected 
finance minister, made clear 
that the Frei administration 
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Andorrans voted yesterday to f 
first canstitntHmal election, 
date back seven centuries, Reoterre^ tam 
Five political groups were competing for 28 sears m the Gon- 
sellGenCTal de tesvSls. the AndmTan^^MentAiwg9 1 7l» 

Andorrans, representing only £SSSSSS 
eligible to tote. Most of the residents in the land Jacked mmm- 

tofa states are nnfrancWsed foreigners. 


Population growth warning 
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Half the world's population wfll be living in dike bytteend of 
this decade, leading to critical shortages of dean vrata,Jxnamg 
and health cam accordtogto Population .Concern, the UK-based 
family planning charity, writes Branwen Maddox: 

The world's population Is growing by 96m people a year, wfflt 
more Hum 80 per cent of the growth in towns, it says. Tte Off 
has forecast th a t the world’s population could double to mime 
than iota people by the middle of the next century. - 
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Boost for fusion reactor 



The successful generation of fusion power at the Princeton 
Plasma Physics Laboratory in tire US is a boost for plans to 
an esti m a ted £iQbn on an international n u cl e a r fasten 
reactor in the late 1990s, writes Clive Cookson. Science Editor. 

The proposed International Thermonuclear Experimental 
Reactor wtmld show whether a controlled version of the process 
which fires the son could deliver safe energy on earth. If the 
optimists are right, fusion will become the cheapest and deanest 
source of heat and power in the middle of the next century. 



Global warming fund failure 


Negotiators fo flsd last week to agree to create a permanent 
fntwMny mechanism for the conventions on global warming and 
biodiversity signed last year in Rio de Janeiro, writes lisa 

Bransten in Washington. . _ 

Disputes about bow the organisation would approve master 
piamt and specific projects are tire key remai n ing, issues blocking 
restructuring of foe pilot Global Environment Facility, set to 
disband in the mhhfie of next year, according to tire World Bank. 


50 missing in building collapse 


Frei supporters celebrate outside his headquarters after his victory yesterday 


would not allow social con- 
cerns to loosen the grip of fis- 
cal restraint On the contrary, 
if the international downturn 
continued to weaken the prices 
of Chile’s principal primary 
exports, the 1994 budget might 
have to be cut be said. 

But In the medium term, 
given international recovery. 


he saw “few restraints” to 
growth rates of around 7 per 
cent Inflation is expected to 
fall to 12 per cent this year. 

This success has been accom- 
panied, according to recent 
opinion polls, by a scaling- 
down of popular expectations 
about what democratic govern- 
ment can achieve. If this is 


good news for Mr Frei, there 
are some questions about the 
six-year term he is expected to 
serve. “One good thing about 
short presidential periods is 
when people start to become 
HittgflHftfipri you have a dianga 
of government” said Mr Fox- 
ley. “A six-year term may be 
too long for that” 


US to cut Somalia troops 


Malaysia, Australia kiss and make up End near for US pit strike 


Kieran Cooke and Nikki Tait see the heat taken out of a diplomatic confrontation 


By Laurie Morse in Chicago 


L ike two rather awkward dancing 
partners. Malaysia and Australia 
are doing the diplomatic waltz 
again. Last month Mr Paul Keating. 
Australia's blunt speaking prime minis- 
ter. trod on Malaysia’s toes by describ- 
ing Dr Mahathir Mohamad, his Malay- 
sian counterpart, as a “recalcitrant" for 
not attending the recent A pec summit 
in Seattle. 

Malaysia responded by imposing 
restrictions on contacts with Australia 
and there was talk of downgrading dip- 
lomatic relations. 

But after Mr Keating wrote a per- 
sonal letter to Dr Mahathir and twice 
publicly expressed regret for his remark 
Malaysia has now agreed to be friends. 
“The government does not wish to pro- 
long this issue and will take no further 
action,” said a statement after a week- 
end meeting of the Malaysian cabinet 
Australia, clearly relieved the row 
has ended, says it wants further to 


develop relations. But damage has been 
done to business confidence in what 
has always been a fragile relationship. 

Australia is turning more towards the 
fast-growing economies of southeast 
Asia, and Malaysia has become one of 
Australia's top dozen trading partners - 
in 1992-3 Australia exported goods 
worth AJlflbn <£590m) to Malaysia and 
imported some A$970m worth. 

But during the recent debacle Austra- 
lian companies had begun to report the 
cancellation of export orders: last week, 
for example. Voxson of Brisbane, which 
makes and exports mobile phones, saw 
one of its Malaysian dealers halt an 
impending order for cellular equipment 
Meanwhile, the Malaysian authorities 
moved quickly to ban Australian com- 
mercials and TV programmes, includ- 
ing a film on the well-known Austra - ' 
lian. Crocodile Dundee. 

Business people on both sides now * 
wonder how long it will take to normal- 


ise ties a gain. A vocal contingent in 
Australia has consistently warned 
about putting too many eggs In the 
Asian basket citing the political insta- 
bilities they feel prevail in the region. 

One test case could be a multi-billion- 
doDar bid by Transfield, the large pri- 
vately-owned Sydney engineering 
group, to supply 27 patrol vessels to the 
Malaysian navy. 


A s peace overtures gathered pace 
last week, officials seemed to 
feel tiie company was at least in 
the running for toe order. Hopes rose 
further after Dr Mahathir visited the 
Australian stand at a local defence 
exhibition. 

But for Malaysia, there are questions 
about how the row might affect Austra- 
lian investment in the country- Malay- 
sian statistics show Australia’s invest- 
ments there trebled last year to more 
than $830m l£557m), making it one of 


the leading investors in the country. 

And at a time when Malaysia is see- 
ing a sharp drop in the growth of for- 
eign investment - with foreign capital 
going to other emerging economies 
such as China and Vietnam - a fall-off 
in Australian investment could hurt 
“The Australians have been clumsy,” 
said a diplomat in Kuala Lumpur. “But 
Malaysia is gaining a reputation as a 
difficult country to deal with - at least 
on the political level. Damage has been 
done on both sides.” 

Dr Mahathir, though, seems to relish 
the role of spokesman of tire smaller 
nations, attacking the west, particularly 
the US, on a range of issues including 
human rights and the environment. 

“Sometimes you have to be a bit noto- 
rious to be a bit famous," he said 
recently. “In order to be known, you 
have to be nasty. I'm sometimes nasty 
toward governments, not business peo- 
ple." 


Members of the United Mine 
Workers of America look set to 
ratify an agreement tins week 
to end the seven-month US 
coal strike. The nation’s big- 
gest coal companies and union 
leadership agreed on a new 
five-year contract in Washing- 
ton last week. 

Both sides have won conces- 
sions, although the prolonged 
strike was costly for all parties, 
and particularly for the mid- 
western coal industry, which is 
In a tong decline, industry ana- 
lysts say. 

The union appears to have 
achieved some gua ra ntees that 
onion miners will he hired 
when rna i companies or their 
subsidiaries open new mines, 
said Mr Rafael Villa gran, a 
Lehman Brothers analyst 

He said the companies 
gained more flexible work 


roles. Including the right to 
schedule sevenday weeks bt>h 
in some cases 18-hour days. 
“The settlement will certainly 
be taken positively by inves- 
tors,” said Mr VlDagran, “and 
it shou ld make the UMWA a 
tittle stranger. Their represen- 
tation in the industry has been 
dropping, and they needed to 
stop that This cordd help.” ■ 
Less than half of the coal in 
the US is mined by union 
workers. UMWA membership 
has declined from -a peak of 

400.000 in the 1950s to about 

65.000 today. The radon risked 
the strike to gain job security 
for its members add, to some 
extent,, a future for itself. Its 
strategy, a selective strike 
which targeted companies with 
the' toughest bargaining- posi- 
tions. split three coal produc- 
ers from the employers’ bar- 
gaining group, Dm* RlhmQnnng 
Coal Operators Assodattan- 


The strike settlement, how- 
ever, does not change a funda- 
mental shift away from the 
higtesalphiur coal mined in the 
Illinois basin, where the union 
isj^ost ac^va Mr John Mead, 
iMrftpfcnr of the. Goal Research 
Centre at Southern Illinois 
Unive r sity , said more midwes- 
tenmmhig jobs were bound to 
be lost as utilities, under pres- 
. sun* - from wivi rftiiinpTitfll con- 
straints, switched contracts. to. 
low-cost, . low-sulphur non- 
union coal mined in Wyoming 
a nd-oth er areas of the west 
the terms of the agree- 
ment protect miners in the fece 
of these changes?" said Mr 
Mead. “We don’t know.” 

The strike had a severe 
impact on 1993 profits of Pea- 
body Coal, a subsidiary df Han- 
son, It also affected Consol, on 
owned by DuPont and Rhein- 
braun, Ashland Coal and pri- 
vately-held ZeigJer CoaL 
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Mr Jozsef Antall, Hungary's 
conservative prime minister 
and eastern Europe’s longest- 
serving leader, died yesterday 
afternoon at the age of 61, after 
heart trouble compounded his 
cancer condition, Nicholas 
Denton writes from Budapest. 

■ His death, after 3% years in 
office, follows a long battle 
against non-Hodgkin's lym- 
phoma. a form of cancer with 


Hungary’s PM Jozsef Antall dies 


which the prime mi n ister was 
diagnosed in 1990, the year he 
and his centre-right coalition 
were elected. 

The demise of Mr Antall, 
leader of the governing Hun- 
garian Democratic Forum, 
threatens political turbulence, 
coming soon before elections 


pencilled in for next May. 

Taking over as interim prime 
minister Is Mr Peter Boross, 
the interior minister, who 
deputised for Mr Antall during 
his hospital treatment 

But the succession is by no 
means certain and other candi- 
dates like defence minister 


Lajos Fur may emerge. The 
struggle is set to shift tire cen- 
tre of political gravity within 
the Forum to the right as con- 
tenders seek the support of 
party activists. A potential 
kingmaker is Mr Sandor Lex- 
sak, who runs tire day-to-day 
affairs of the Forum. - 


Mr Antati's death is a loss 
for the Forum because; though 
his popularity ratings were 
low, he was widely respected, 
even by his opponents, ahd 
seen as an electoral asset \ . 

The change in leadership 
will raise concerns about the 
country’s reputation as an 
island of stability in an unset- 
tled region, an achievement 
tied to Mr Antall 's personality. 
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Anyone who has ever suspected 
that the Bateriur government is 
making a fuss about nothing in the 
Gatt negotiations might have 
changed their mind had they 
witnessed the tone of last week's 
French regional press. 

The week began with the 
announcement that the EC and the 
US had firefly reached an agreement 
on agriaJturB, a breakthrough 
welcomed by the national 
newspapers. The response in the 
provinces was very cSflerent. 

*The Gatt negotiations are totally 
reactionary," thundered Mr 
Christophs Pron, head of one of 
the Aube farming unions, in 
Tuesday's L’Est Ed air. "This isn’t 
free trade: it’s dictatorship.* 

L’Aisace described the mood of 
local farmers as "anxious' and 
feared that the US concessions were 


condemned the French 
government's conduct of the 
negotiations as “high treason" In 
DNA, the Alsace paper. 
Ouest-France sad the farmers had 
been “boxed into a comer". 

Enough was enough for the 
nationals by the end of the week. 
“Galled Outf* shrieked the headline 
of Philippe Bouvard’s column in 
Friday’s Franee-Soir. “I’ve found 
It hard to foOow the Gatt dossier,’ 
he confessed. “All I know fs that 
the naughty Americans, not content 
vrith having foisted Disneytend on 
us, have entrusted the future of our 
exports to someone called Mickey.” 


6tntm hrapaa fo faitr foi faadntk ■ 
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The loflowtng day, La Dep§che 
du MMi assembled a panel of 
ariculturel leaders to air their views. 
The bluntest was Mr Raymond 
Lacombe. former head of FNSEA. 
the national farmers' union. The 
Americans have one aim - to smash 
the common agricultural policy,' 
he fumed. The Europeans are 
making a major political mistake. - 
The world wff starve if food 
becomes a political weapon for the 
Americans.” 

. Tempers were still heated on 
Thursday. Presse-Ocfen described 
the farmers as “between deception 
and anger”. The smaH farmers’ union 


Just how stop » the much-vaunted 
long-sightedness of Germany's top 
managers? The question was asked 
last Monday In foe Franklurter 
Algememe Zettungs comment 
on the severe Bqurtty problems 

at Mefaflgopcfcchalt 

En passant, it raised the same 
poser about Daimlar-Senz, 
Germany's biggest industrial 
concern, whose AEG 6ubskSary 
was within days to annowwe plans 
far a radical structural shakeout and 
the sale of its Ibp-bearing domestic 
appliances business to Bectrokiic. 

Both groups, the FAZ suggested, 

were peacocks that had fanned their 

tails too wide: in the caw of MG, 
by attempting to change the oU 
mWng aid metals company Wo 
an environmental technology group 
through high-risk acpUtstticnK and 
Investments. 

Bfirsen-Zeftung, the trarffionaBy 
po-faced stock market daily, also 


resorted to the peacock analogy 
in Its anaiyafa of the New York 09 
futures farrago which generated 
MG’s crisis. It proposed that the 
local 8Ubak»ary had been allowed 
to over-stretch Its capabilities. 

DetaBs of action at AEG, the 
care-worn electrical and electronics 
business, rescued from the brink 
In the 1980s and then tucked under 
the Daimler-Benz wfng, had been 
welt-leaked in advance. 

But ManrtefsMatL the fi na nce d 
da fly, was fa no mood to be 
generous. The AEG story is a story 
of erosion and faftngs. . . Damage 
limitation b d o mi n a n t. Long-term 
strocturai and behavioural concepts 
have yet to come,” ft charged 

Another artfole in the same paper, 
less jud^nertal but more gfom, 
concluded: The dream of an 
Independent, gtoba&y-acHve 
electro-group appears to have faded. 
The contraction wi continue.* 


SOUTH AFRICA 


South African newspaper readers 
have had a rough time over the past 
few months: headline writers have 
served up a tedious diet of 
aftsm^ing breakthrough and 
breakdown as corrafitutionaf taSca 
lurched toward their conclusion; 
editors and political cokanfists 
suffered rapid mood swings tram 
triumph to gkx*n and back again. 

The process reached its dknax 
last week when blacks took th* 
seats on the Transfifanal Executive 
Council, ending 350 years of wWte 
domination. Yel this story of Made 
btomph over apartheid was 
relegated to page two In the 


Sowwten, the leading black dafly 
The Citaan, the popular 
Jotarraabug daBy that also has 
a large Mack readership, fofiowed 
s*A concerning fteeff on fis fiont 

page with whether the ftfoce of 
Wales would ever be king. 

. Ironically, the Afrikaans cMy 
Beeld greeted the great day with ' 
a page-one beret or lyricism; “The - 
door of the new South Africa has 
been opened and hope shines 
ttraigh In briKant beams”, it said. 

The Johannesburg SatunJay Stw 
also noted the “damp squto” effect 
of the TEC, and set out to find out . 
why. “People don’t seem to know 
««ay what’s going.on,' said Ms 
Joyce Dube, a Joumsist quoted 

by the paper. “Perhaps we have ' 
not male ft ctesT,” she sard, 
kidcitog the role of her gum 
profession in tatong to put the 
mtoutiae of negotiations in proper .. 
context 

But *®g B“. a patron of a Sbwdo 

sbsbeen (bar), had the last word: . 
"Power-? What p<w?“, the 

Saturday Star quoted him as aakfaa. 
•You must be joking. Just because , 
you have your hands on the steering 
wheel does not mean you're tMvfng- 

to the hank * 


UNITED STATES 


w apparently 

rawest fo outer apaca, but there' 
comes a time when am spacewalk 

starts to took rather (*» 

Yhaf time came last week far us 

» the apace shuttu 


AdrrMstiaOorfs defective Hubbte 
sateffte telescope rotod smoothly 
towards its conct uston. ~ 

'tourafats’ metaphors swung - 
mefr °romlcs8y between' eye surgery 
and garage repairs - even Nosa 
officiate coufcfrft make upfhefa' •- 
minds which they preferred. But 
“flawless- won the day > : 

elective foe everyone. 

In truth though, watching routine 
space shuttle launches is afaxtet - 
estesciwangaati^Bpottfaaarid- 
the lack of drama soon saw Hubble 
mlnqntod. 

The New YarfcTknee, Lo« W 
Angeles Times and Washington 
Poet afl carried font-pege Maries, 
with photographs end graphics on. 
Monday. By Tuesday, only the _ - 

Pfctues remained, wflh fhe words. 
shitted to aw inskfo pagaa*- - 

The <Srty secret, of course, is far* 

news organisations {fauefa/aportars 

-and camera crewstothe apace . . 
shuffle Just fn case one Wow up " 
again, as Otaaeogordd In 1985. . 
Slice reporiare must frjstffyfadr 
sxporWft, they write afctfas; but 
whan hoWhg goes oiv Stiff Iwd 
to keep them bn fate front page.- . 

ByfhUTKteylhe New York Times 
wasdevpting its fiTjrtijageftttentton 
to aw kx» gtnman Who dh Tbpsday 
evenfag had HtacPSw peopte on--'. .. 
a Long (stand commuter train, and . 
tha Wkahfogtori ^Pbst we wanhQ - 
te readers to bofl toofcdt^ring ■ ' - - 


A8rona * He ® and Space 


Oonwwsow from Afice tto&tafp 
In Paris. ChristoptiarPmiieiin .’.- \ 
fisridurt, PsdfWeidmttfr-' r 
^frshannashifig oxf George dsteftt 
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Hopes are foffing of finding any mote survivors in the rabble of 
an apartment block winch collapsed in Koala Lnmpttr at . the 
week^id. writes Kieran Cooke in Koala Lumpur. Fotice befiere 
more than 50 perqile are still raiding. 
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Secretary of iMbmce Lea. Aspin said yesterday the TJS would 
withdraw about KS00 of its 8^200 troops in Somalia by Christ- 
mas, Ranter reports from Wadringtan. Between a quarter, and a 
third of them would be out at Somafia by December 25, Mr Aspin 
said on NBC-TVa Meet the Press. 
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China warns 

of 

HK turmoil 



By Simon HoflMrton 
in Hong Kong 


TJe war of words between 
China and Britain over Hone 

TTrWWV a mm ^ 


♦ 




with a senior Chinese official 
suggesting for the first time 
uxat Governor Chris Patten’s 
democracy plans for the colony 
could provide a pretext tor an 
early Chinese takeover there. 

Mr Qian Qichen, China’s for- 
eign minister, described Mr 
Patten’s plans tor greater 
democracy as a kind of 
“nwawnade turmoil”. The first 
stage of Mr Patten's democracy 
legislation will he tabled in the 
Legislative Council (LegCo) on 
Wednesday - an event which 
China has said would end bilat- 
eral talks about Hong Kong’s 
political development 

Use of the word “turmoil” is 
particularly significant In 1932 
Mr Deng Xiaoping, China's 
paramount leader, told then 
British prime minister Mrs 
Margaret Thatcher that China 
would take control of Hong 
Kong before 1997 if turmoil 
erupted in the colony. 

Mr Patten yesterday said 
there was "no turmoil or chans 
in Hong Kong". Chinese offi- 
cials could put their “hearts 
and minds at rest on th?» par- 
ticular issue”, he added. 

The governor was supported 
by Mr Ronald ArcuHi, deputy 
leader of LegCo’s Liberal (con- 
servative) party. “Hong Kong 
is not in turmoil now, and I 
can't conceive of any situation 
where Hong Kong would be in 
turmoil,” he said. 



Qian Qichen: China cannot sit 
back and watch disorder 


Mr Qian was speaking at a 
meeting of Beijing's “prelimi- 
nary working committee” 
(PWQ - a group of mainland 
officials and Hong Kong pluto- 
crats charged with advising 
China on its takeover of Hong 
Kong. At the meeting the for- 
eign minister said China hoped 
to control “disorder” in the col- 
ony through agreement with 
the British. “But if co-opera- 
tion breaks down, we cannot 
sit hack and watch disorder in 
Hong Kong.” 

It is clear, however, Born the 
PWCs deliberations that China 
is planning for a breakdown in 
bilateral co-operation. The 
group has been charged with 
drawing up arrangements, by 
July next year, for fresh elec- 
tions after 1997. 




Zimbabwe likely 
nit stril to win extra aid 


By Tony Hawkins in Harare 


Donors attending a Zimbabwe 
aid meeting in Paris today are 
expected to respond sympa- 
thetically to the government’s 
call for extra funds in 1994 to 
support its economic reform 
programme. 

Zimbabwe will ask donors at 
the meeting, to be chaired by - 
the World Bank, for an extra 
$226m (£151-6m) to close its 
1994 funding gap. This implies 
some $808m in new pledges, 
assuming that project aid is 
disbursed over five years and 
balance of payments assistance 
over 18 months. 

The programme, blown off- 
course by the drought in 1992, 
has progressed rapidly since 
April, when steps were taken 
to liberalise investment and 
exchange controls covering 
individuals. This season's rains 
have started well and GDP 
growth of at least 4 per cent is 
possible in 1995. though It wffl 
take until 1995 to return to 
1991 output and export levels. 


Inflation, which peaked at 
abniYst 50 per cent in. August, 
1992 1ms halved to 24 per cent 
on a year -on-year basis and 
will average: 28 per cent for 
1993, against 42 per cent last 
year.- Output has started to 
grow again, after a 7.7 per cent 
foil in real GDP in 1992, bat 
there will be only marginal 
expansion this year. 

Dooms are expected to ques- 
tion the World Bank’s forecast- 
ing record, which as recently 
as. June predicted 7 per emit 
growth, but now estimates a 
mere I per cent 

The bank's forecast, in a 
paper prepared for the Paris 
meeting, of export growth (in 
US dollar terms) of more than 
10 per cent annually for the 
next three years may be 
treated cautiously. Not only is 
this foster than growth rates 
forecast for world trade (58 per 
cent a year), but it is in sharp 
contrast to Zimbabwe’s perfor- 
mance over the past five years, 
when exports have fallen 
almost 10 per cent. 


i * 


CORRECTION 

Shaul Eisenberg 


An article published in the 
f inanc ial Times on December 8 
incorrectly stated that Mr 
Shaul Eisenberg of the Eisen- 
berg group of companies had 
recently hosted a visit to Israel 
by the governor of Jiangsu 
province, China. Mr Eisenberg 
actually hosted the governor of 
Jiangxi province. 

Furthermore, Mr Eisenberg 


points out that his United 
Development Incorporated has 
had discussions about the pos- 
sibility of co-operating with 
Buiger King to open a chain of 
restaurants in China but has 
not won the franchise as we 
reported. 

Detailed negotiations have 
not yet begun, Mr Eisenberg 
says. 
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Israeli withdrawal from Gaza-Jericho is fraught with danger, writes Julian Ozanne 


Mideast extremists lurking in the wings 


I srael was due today to 
begin riunnantfmg the mili- 
tary apparatus which, for 
more than two decades, has 
controlled the Gaza Strip and 
West Bank area of Jericho - 
captured during the 1987 Six 
Day War. 

However, failure of negotia- 
tions in Cairo yesterday 
between Mr Yitzhak Rabin, 
Israeli prime minister, and Mr 
Yassir Arafat, FLO leader, has 
meant an event that would 
have marke d an historic, and 
probably irreversible, step 
towards Palestinian national 
self-determination has been 
postponed. 

Once on course again, the 
process will still be fraught 
with danger. Public support for 
the Israeli-Palestinian peace 
deal is at its lowest point since 
the accord was signed in Sep- 
tember. Violence, mistrust and 
suspicion between the two 
sides have replaced the initial 

enthngiamw 

The Palestine Liberation 
Organisation and the Israeli 
government will have to move 
fast to ensure that extremists 
opposed to peace do not exploit 
the lingering vacuum. For the 
Palestinians that means an 
explicit demonstration by 
Israel that it is really handing 
over substantial power to a 
Pales tinian authority anri eas- 
ing its military grip. 


For the Israelis it largely 
means the PLO assuming the 
responsibility of office and 
using its embryonic police 
force to rein in attacks by Pal- 
estinians against Jews and 
generally maintain security, 
which will re main the touch- 
stone of Israeli concern. 

Tbe tasks will not be easy 
but both Mr Rabin and Mr Ara- 
fat are badly in need of a 
boost 

The most urgent need is to 
iron out the last remaining 
points of disagreement on a 
protocol which lays the frame- 
work for a phased four-month 
Israeli troop pullout from 
Gaza-Jericho and the transfer 
of power from the Israeli mili- 
tary-run civil administration to 
Palestinian hand s 

Although Israel was sched- 
uled to begin the symbolic 
withdrawal today - probably 
by dismantling barricades, 
redeploying troops away from 
some Palestinian population 
areas and releasing up to 1800 
Israeli-held Palestinian prison- 
ers - the real withdrawal could 
not have gone ahead before the 
protocol was in place. 

Three substantive issues 
remain to be solved: the size of 
the Jericho area, the role and 
□umber of Israeli troops who 
will stay behind to safeguard 
Jewish settlers, and control 
over border crossings between 





Egyptian Prime Minister Atef Sedki (left) greets PLO leader 
Yassir Arafat, in Cairo yesterday for a Mideast peace summit 


Gaza and Egypt and Jericho 
and Jordan. 

But once the protocol is 
signed there are tough times 
ahead during the four months 
leading to the April 13 deadline 
for the Israeli military's with- 
drawal 

Detailed plans are in place 


for the transfer of power from 
Israeli to Palestinian hands - 
that part of the peace talks 
went relatively smoothly. How- 
ever. implementation will be 
more difficult 

Two critical issues hang over 
the PLO. The first is whether 
the former liberation move- 


ment is ready to assume 
administration of the economi- 
cally decimated, faction-riven 
Gaza Strip - home to 900,000 
Palestinians. The top leader- 
ship of the PLO is deeply split, 
with mounting criticism about 
tbe authoritarian leadership of 
Mr Arafat and his preference 
for political appointees of his 
own generation, rather than 
professionals, to staff the key 
administrative bodies. Several 
officials have resigned recently 
charging Mr Arafat with an 
inability to respond to the chal- 
lenge of governing or reform- 
ing the bureaucratic and cen- 
tralised decision-making 
system. 

Secondly, there are deep 
doubts about Mr Arafat's will- 
ingness or ability to move 
against Palestinian extremists 
both inside and outside the 
PLO bent on wrecking the 
peace accord and continuing 
the armed struggle against 
Israel. Will Mr Arafat, for 
example, dispatch his police 
force to confiscate weapons 
from Islamic guerrillas intent 
on launching attacks across 
the Gaza border into Israel? 

Even if Mr Arafat wishes to 
do so he may be constrained by 
the domestic political situation 
and the prospect of elections 
next July (although to many 
Palestinians that date seems 
optimistic). 


On the Israeli side the chal- 
lenge of the next four months 
is equally formidable. Once the 
protocol is signed and Israeli 
withdrawal is in full flow Mr 
Rabin will have to rely on the 
safeguards enshrined in the 
peace accord and on tbe good- 
nil! of the Palestinians. How 
long will the prime minister, 
already under intense domestic 
pressure, be able to hold out if 
Palestinian attacks do not sub- 
side? 

And can Mr Rabin, hanging 
00 to power with a wafer thin 
parliamentary majority and an 
almost permanent coalition cri- 
sis, risk a showdown with 
increasingly militant Jewish 
settlers who appear to be win- 
ning increasing public sympa- 
thy? 


W ithout more concrete 
peace dividends like 
better security, an 
end to the Arab boycott, or 
peace with Jordan the govern- 
ment will face an uphill battle 
to sell its peace policy to a 
sceptical public. 

For both Mr Rabin and Mr 
Arafot the real challenge ahead 
is man aging their own constit- 
uencies. Both men will need 
each other's patience, goodwill 
and courage to make the pro- 
cess succeed and defeat 
extremists waiting in the 


wings. 



The UK needs to have secure and lasting energy 
sources for the 21st century. What does this prove? 
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Th e need for an energy framework. 
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In die energy industry, never was the old 
adage, "Don’t put all your eggs in one basket", 
more true. In the 21st century, especially with 
the explosion in world population and the 
growing concerns over global warming, every 
source of energy will have a part to play. 

Scottish Nuclear believes that UK energy 
policy should be pursued in a way that 
balances the merits of the market with long 
term energy sustainability. However, the UK 
is in danger of becoming too dependent on 
a single fuel source. This in turn could have 
serious implications for secure and diverse 
long term energy supplies. 

At Scottish Nudear, we've published a paper 
entitled “The Need For An Energy Framework'. 
We think it presents a most powerful case. 

For a copy, call Freephone o&oo 204 420 
or write to: Corporate Communications Dept, 
Scottish Nudear Limited, 3 Redwood Crescent, 
Peel Park, East Kilbride G74 5PR. 
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NEWS: RUSSIAN ELECTIONS 


Presidential 


power in 
voters’ hands 


By John Lloyd 


Under the draft constitution 
presented to the Russian peo- 
ple yesterday, President Boris 
Yeltsin could become one of 
the world's most powerful, 
democratically elected, presi- 
dents. 

It is seen as an authoritarian 
constitution by much of the 
opposition. But even among Mr 
Yeltsin’s supporters, it has 
been seen as dangerous, in as 
much as it gives power to one 
individual in a state with 
authoritarian traditions and a 
shallow experience of demo- 
cratic practice. 

The system proposed would 
have the president at its undis- 
puted and all but unchallenge- 
able apex. He would be head of 
state, of the armed forces and 
of the Security Council - this 
last a potentially powerful 
body with no clear boundaries 
to Us remit. His powers to 
appoint premiers, judges and 
central bank chairmen would 
generally be conditional on 
approval from one or both 
chambers of parliament but he 
has the authority to issue 
decrees wholly independent of 
parliament, or any other level 
of power - save that these 
decrees must not flout the con- 
stitution. 

This might mean that in any 
unresolvable dispute between 
the president and the parlia- 
ment, the president could 
resort to a decree. 

The president can be 
impeached, though only for 
treachery and serious crimes, 
and not on grounds of breach- 
ing the constitution. Even 
then, the process would depend 
on two-thirds of both houses 
agreeing within three months 
of the constitutional court's 
upholding the decision to 
attempt to impeach. 

The constitution itself is vir- 
tually untouchable as three- 
quarters of the upper house of 
the parliament, representing 
the regions and republics, and 
two- thirds of the lower house, 
must favour the change. 

The parliament has two 
chambers: the upper, or Feder- 


ation Council, representing the 
interests of the regions and the 
lower, or State Duma, com- 
prised of the fledgling political 
parties and the members 
elected on a first-past-the-post 
system from the constituen- 
cies. Both have the right to ini- 
tiate legislation, and they have 
a particular responsibility for 
laws on the budget, federal 
taxes and financial, monetary 
and credit policy. However, 
laws on financial matters must 
in effect be agreed with the 
government, as draft laws in 
this area require a correspond- 
ing resolution of the cabinet 
before they are debated. 

The effect is to strengthen 
the government's - and the 
president's - hands uts-d-nis 
the parliament; and to ensure 
that the parliament will be at 
its most influential when it 
works with the .government 
and the president, rather than 
against them. Its influence will 
also depend on how persuasive 
it can be in presenting policies, 
and how flexible the president 
and government are in tailor- 
ing their proposals to the par- 
liamentary majority to avoid 
gridlock. The balance will be a 
sensitive one. 

The judiciary would be 
granted independence - and 
the judges life tenure - but 
again they face a tough battle 
to increase the standing and 
prestige of a profession tradi- 
tionally ill- regarded in Soviet 
times and only fitfully authori- 
tative since. The constitutional 
court could, and arguably 
should, emerge as a powerful 
arbiter of a constitution with 
many unclear clauses, taking 
its place beside the US 
Supreme Court and the Ger- 
man constitutional court as a 
check on government and a 
defender of rights. 

But any constitution in a 
civil society as fragile as Rus- 
sia's will be under test None 
could be a guarantor against a 
revival of its authoritarian, 
centralist traditions, ft will 
stand or fall not on the letter 
of its clauses, but on the politi- 
cians' and citizens* willingness 
to exercise restraint 



Yeltsin’s power play 


Under the draft constitution: 

The president is: 

• Head of state 

•CanrnandeHn-chwf of the wmod forces 

• Chairman of the Security Council 


Soldiers look for leadership , 


He can: 

•Propoas(he|XTrrefnlfd$tw{«vtioseBppoMmant 
requires the consent of parliament} 

ODesotvetfw State Duma or fawor touae v It blocks 
hla choice of prime minister or passes two votes 
of no-confidence In the govern ment 

• Pass decrees whfiout reference to partamont 

• CM parttenwtary elections 

• Appoint the central benk chairman and judges 
(with parliamentary eonsem) 

• CaBreferenduma 

<* Introduce martial bw and states of emergency 
(with parffamantary consent) 


in fulfilling democratic duty 


A Stalin-era officers’ club is transformed into 
voting station 1527 for the Taman Guards 


By John Lloyd and Edward Mortimer 
in Yushkovo 


[The government 


W» be proposed by the prime minister and confirmed toy the 
I * I J I president. It wffl comprise the prime minister and an 
unspecified number of deputy prime minsters and ministers, who need not 
be members of parfiament but can be 


The go v ernment shafl: 

• Draw up the budget 

• Ensure a uniform monetary, faandal and crectt policy 

• Implement security, defence and foreign policy 

• Ensure the rule of law 

9 Ensue a uniform education, health, social security and cultural policy 


Parliament 


Has two chambers which work separately, meeting together only to hear 
addresses by the President, the head of the Constitutional Court or 
foreign leaders 


Federation Councfl 
(upper house) 


State Duma 
(lower house) 


UI...TJ Its 178 representatives 
are elected in the first instance tor 
a two-year term, two each from 
the 89 Subjects of the Federation 
{we below). Thereafter, two 
representatives of each Sut^ect wS 
be appointed, one by the region's 
executive adnwfetraHon and other 
by its legislative councfi 


CXX3 its 460 deputies wB be 
elected from consttuencies, half of 
them on a first-past -the-poet basis 
and the other half by proportional 
representation from the Rst3 of 
those parties that gain more than 
5 per cent of tha vote 


Amid snow-topped tanks mounted on 
pedestals, between statues of Lenin and 
prominent Bolsheviks, beneath Soviet slo- 
gans praising their valour, the men, offi- 
cers, wives and pensioners of the Taman 
Guards division yesterday voted for a new 
parliament It was 10 weeks to the day 
since some of them were preparing to go 
to Moscow to shell the old one. 

“How are we to vote, sergeant, how are 
we to vote?" one recruit shouted cheekily 
to his platoon leader as he and his com- 
rades marched into the Stalin-era officer’s 
club turned into voting station 1527 yes- 
terday morning: 

U seemed to be a joke. But inside the 
crowded little haQ, where queues of ser- 
vicemen and service families waited for 
their turn in the two little booths, the 
window ledges and table edges were 
grabbed by anxious men and women turn- 
ing over the multi-layered papers, asking 
the officers in charge what to do. 

Mr Robert Porogov (“my first name 
came from your famous socialist Robert 
Owen"; was in no doubt how Jie had voted. 
Til tell you quite openly,” he said loudly 
in the crowded hall. “I'm a communist and 
glad to be so, an internationalist, what’s 
more. 'These elections are a bit of a sham, 


and the constitution Is written just to give . 
Yeltsin all the power. I think we'll do 
well", he said, greeting other, largely 
elderly, Tooarishchi (comrades) as they 
came in. 

The Taman men, who came to Mr Yelt- 
sin's aid during the August putsch of 1991 
and did so a gam in October, would not 
speak of their role. Questions to one 
recruit who seemed willing to talk were 
politely cut short by an officer. Most of the 
voters, asked how they had comp leted 
their papers, replied with «in>Uar courtesy 
that we should Tniwfl our own business. 
“It’s secret now," said one lady with a 
ti gh t smile. 

Apart from Mr prorogov and bis commu- 
nist comrades there was an unsteady pen- 
sioner who said be had voted "completely 
democratic” and a widow who had voted 
tor the nationalist Mr Vladimir Zhirin- 
ovsky. 

The arrival - unannounced - of Mr 
Quentin Davies, a British Conservative 
MP and one of the International observers, 
caused a flurry. Mr Davies had broken 
away from his proscribed route to tour 
military bases in order to check if all was 
well in an area where control and corrup- 
tion could flourish in secret. 

Maj Kovalov, the president of the voting 
co mmissi on, smart in a civilian suit, anx- 
iously demonstrated the orderly nature of 


The Federation Council shall: 

• Approve presidential decrees on 
martial law and states of 
emergencies 

a Calf presidential elections every 
four years 

• Approve the appointment of 
judges 

• Approve JegJsia&on passed by 
the Slate Duma 


The State Duma shaft 


• Approve the prime minister 

• Pass votes of confidence/ho 
confidence in the government 


Zhirinovsky shows moderate face 


• Impeach the president In cases 
of serious cnma, though not 
InchKfing breaches of the 
constitution 

• Draft laws on taxation, bans and 
budget expenditure^ hut only 
with consent Of tha government 


By Leyta Boulton in Moscow 


The Subjects at the Federation number 89 and comprise autonomous 
republics, regions, districts and the cities of Moscow and St Petersburg 


They shafl: 

• Elect their own parliaments 

• issue laws and regulatory acts which do not contravene federal lews 
and regulations 

• Manage local property and services 


The judiciary 


Tha courts are Independent, and their judges are appointed 
_ _ _ forBfe 

• The Constitutional Court wifi resolve cases m&ng from the constitution, 
state treaties and cfispules between the Subjects of the Federation 

• The Supreme Court Is the highest jucficial body on cart, criminal and 
administrative law 

• The Supreme Arbitration Court dads with economic disputes 


Mr Vladimir Zhirinovsky, who 
has talked of invading neigh- 
bouring Turkey and of con- 
ducting summary executions 
to end crime, was yesterday 
putting himself across as a 
moderate, and a man of the 
world. 

Accompanied by his elegant 
wife to a Moscow polling-sta- 
tion, he did a star turn in four 
languages - English, German, 
French and Turkish - for 
reporters, focusing on the need 
to fight “la misere” as he put it 
in French. 

But his main credo - 
repeated time and time again 
during his campaign - is to 
look after Russians, in Russia 
and in the former Soviet repub- 
lics. 


As part of that package, he 
has constantly stressed his 
Russianness and attacked all 
manner of foreigners, despite 
the fact that he himself was 
bom in the republic of Kazakh. 
stan, and has a foreign-sound- 
ing patronymic, Walfovich. 
Skirting around the possible 
embarrassment that this might 
cause him with his patriotic 
anti-foreign constituency, he 
once said, when asked for his 
nationality, that his mother 
was Russian and his father 
was a lawyer. 

He has successfully exploited 
the rale of underdog. His auto- 
biography reads like a Russian 
version of Hitler’s Mein Kampf 
in terms of its self-pitying por- 
trayal of a Lad making his own 
way in the world despite all 
obstacles. Although same vot- 


ers yesterday described him, 
variously as "the incarnation 
of evil" and “deranged” - all 
recognise he Is extremely artic- 
ulate. His campaign appear- 
ances have been dear, humor- 
ous, and extremely easy to 
understand. 

He can also point to being : 
the only party leader in this 
election who has never hem a 
member of the Communist 
party. 

After graduating from, the 
Oriental Studies, and Law fac- 
ulties of Moscow University, he 
worked as a lawyer, most 
recently as head of the legal 
service of Mir publishing-house 
until 199a 

In 1990 he founded his Liber- 
al-Democratic party, at a time 
when other fledgling parties 
began tn challenge the monop- 


oly of the Communist patty. 

He first rose" to prominence 
in Russia’s first presidential 
election, in June E99X, when be 
captu red 6m votes and came 
third among five candidates. ■ 

WhileRusala’s Choke on Fri- 
day confessed it had been 
wrong not to lake Mr Zhirin- 
ovsky seriously, some of his 
opponents in this ejection, con- 
tinue to suspect him of befog a 
pup p et manipulated by other 
.forces. 

Mr YuriBoldyrev.a leaderof 
the Yabloko group, said for 
, instance that having .been 
restored to the political lime- 
light by the Kremlin when he 
was invited to help draft the 
new constitution, Mr Zhirin- 
ovsky would prove a “useful 
enemy? for Ifr Yettsfo in .the. 
new parSament 


You don't have to buy a Mercedes to get the best truck on 
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p^sident 


Mr Davies, a former dj^lozhat <in' 
Moscow in the 1970s) and a Russian *. 
speaker, objected to tire fact fhat-sesjaal 
voters were filling (Hit their large ’ voting' 
slips papers in the open, and thatthstwo; 
small boxes into which 4he slips woe 
being stuffed would not hoUTthe possible - 
volume of papa- without' bang changed. 
But he said: “It seems a tot of. care is 
being taken to ensure that it’s done: 
fairly.” . ’ 

Later, at an air base some 20km further 
on (where MiGs instead of tenks Stood on 
pedestals), Lt-Col Alexei Kubtofca, head, of .. 
the election committee on the base, said 
that more than half cf Ids efecterate had 
voted by lpm. ~ 

Col Kubfoka's view was that Mr Hurto; 
ovsky was probably doing wetL When peo- 
ple thought about voting for. Mr Yegor 
Gaidar’s Russia's Choice party, be said* 
they would first ask themselves-- wted _• 
have they done tor Russia so faT? Not 
much, was the unstated implication. 


folk 


tire 
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the process and said that “we had two Wg 
problems - one, too little time to prepare 
and two, overcomplex voting ftaper& Np; - 
we had no meetings here, no agitation. No 
one seemed too interested. Many* many 
questions - everyone wants to know what . 
to do. Of oourse we help them, hiA not on- . 
how to vote, that’s entirely their own busi- 
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hat’s this? Is Mercedes-Benz, 
the world's largest manufac- 


turer of commercial vehicles, giving 


best to another manufacturer? 


Sony to get our rivals' hopes up. But 
no. A Mercedes still delivers economy, 
reliability, technology, whole life costs 
and re-sale values that set it apart 


from other vehicles. 


All we're pointing out is that if it’s a 


Mercedes you're after, you don't have 
to buy one. You can choose from any 
one of dozens of operating or acquisi- 
tion methods, all with the advantage 
that they’re backed by Mercedes-Benz 
themselves. 

For the ultimate in convenience, a 
Mercedes-Benz CharterWay contract 
covers every aspect of a fruck’s opera- 
tion. All you have to supply is the fuel, 


and the driver. Alternatively, a 


Mercedes-Benz Maintenance and 


Repair Contract could be the solution 
if you want to own the vehicle but 
need a fixed servicing cost to budget 
for. And when you see how low those 
costs are, you’ll realise that uncom- 
promising build quality really does pay 
off in the long run. 

And if you want to keep your options 


open? With a Mercedes-Benz Fi nance/ 
Mileage agreement, you pay a fixed 
deposit and monthly repayment, and 
decide at the end of the term whether 
to buy outright or start anew. 
Whichever method you choose, you’ll 
find that a Mercedes-Benz is a very 
cost-effective way to run a business. 

All Mercedes-Benz service and finance 
packages are available across the 
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rang^ from the 20SD :pane* W right ' -5 
up to the 25SO 6x2 tractor. And as ’ 
you’d expect from the world’s number .' 
one, there are Bterafly hundreds of . 
options and specifications open toyou. - 
To help you select the Ideal vehicle for . 




Mercedes-Benz 

Trucks and Vans 


go than your nearest Mercedes-Benz 

dealer. It may be hard to persuade you 

not to buy it But wen try. 


For mow Wormatian on tiw Uercedea-Benz ranga, MiVica Md finance packages, phone frttffiOMia I813&1 
or mttet %kuvede94geru Truck* ana Vent, OapL C2; FftBPOST.-RmOS, Hfbrf, £nex KS2 SB* 
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NEWS: RUSSIAN ELECTIONS 


, President’s vision f6r Russia’s future fails to convince his home village, which has found a new leader 
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% ttuysBa Fre^and hi Biitka, ' 
Sverdfovsk region ' := 

President Boris Ydtsin can 
havfr jwmd little comfort from 
nis. birthplace during, yester- 
day's ^ ter shed in . Russia’s . 
poancal.devefopmeat ■ ... 

•Voters in the isolated Miiagi 
o£ Butka, 5,000 people nestled 
J» the heart of the Russian 
Urals, are deeply disffiusionfid 
with their most famous native 
son. •, ... 

‘1 student in Moscow 
when Yeltsm left the Cormmi- 
nist party, and at that time I ; 
was so proud to be from ids’ 
home town,” said Mr Oleg San- 
ocbjdn. the strapping 82-year- 
old agronomist who works at 
Butka’s state farm. 

“But now I am bitter about 
Yeltsin. I do not Eke his recent . 
decisions. He has given, the 
Russian village nothing." like' 
many in the town, Mr Sano- 
chKin cast his vote for. the con- 
servative Agrarian" party, 
because he believes it is the 
only force that will speak up 
for the countryside. 

In the sub-zero, weather, But- . 
ka’s log cabins with sky-blue 
trimmings make a pretty pic- 
ture against a landscape of 
frost-encased forests and" snow- 


covered fields. But. the vfflag- 
.eis ofButka, who- must endure 
a^gruelllng four-hour driye 
.over bumpy reads to get to 
■Ekate rinburg , ■ the capital of 
the region, have' no -running 
water in- their homea and have 
seen their, purchasing power 
shrink. as the prices -of. -Indus- 
trial goods have risen. 

. For these reasons, the villag- 
es say' .they are-lpoldng to a 
-new leader, in the form of Mr 
. Eduard Rossel, who yesterday 
stood as an inde pendent candi- 
date for the upper house of p ar - . 
liam enl ..The popular former 
governor of the rmion, he was 
ousted • by -Mr Yeltsin in 
November. 

^Our region has found a new 
hero — Rossel." Mr Sanocbkin 
says. That is bad news for Mr 
Yeltsin^ The main source of 
contention between the two 
men. is Mr Rossel's campaign 
for greater regional autonomy 
for the Urals,- a pnitHrep objec- 
tive at .loggerheads with Mr 
Yeltsin’s draft constitution, 
also potto a vote yesterday. 

But the differences between 
the two local .- heroes run 
deeper. - An ethnic German, 
descended from the Volga Ger- 
mans, /Mr Rossel was Left to 
fend for himself when his 


mother and grandmother were 
Imprisoned in a Siberian 
labour camp at the outset of 

■ the second world war! 

‘ ' The homeless four-year-old 
boy survived by begging, but 
Mr Rossel says his memories of 
a -stomach swollen by starva- 

■ ti on make him wary of a radi- 
cal approach to market 
reforms. Sympathising with 
these views and foil of per- 
sonal admiration for Mr Ros- 
sel, the disgruntled villagers of 
Butka, and like-minded voters 
in the region, are likely to elect 
him to parliament, where he 
could become a painflii thorn 
in Mr Yeltsin’s tide. 

However, the president can 
take solace from the attitudes 
of the urban electorate. 

In heavily-industrialised 
Ekaterinburg, where Mr Yelt- 
sin reigned as the regional 
communist boss, voters 
appeared inclined to support 
the democratic parties in par- 
liament According to an exit 
poll conducted by Interfax at 
one polling station - which 
may not be representative - 
Russia’s Choice received 35 per 
cent of the vote, followed hy 
the Yavlinsky group. 

Even at a polling station in 
one of the city’s working class 



A Russian army officer walks past election posters in downtown Moscow promoting the Russia’s Choice party 


neighbourhoods, voters seemed 
willing to give the democrats a 
second chance. 

“I voted for Russia's choice,” 
said Andrei, a blue-eyed, 26- 
year-old chauffeur. “They have 
already begun to break things 
up. We should let them finish 
doing that and then maybe 


they will build something new 
and better.” 

Decked out in tbe tracksuit 
and leather jacket which are 
the uniform of Russia’s nou- 
veau riche. Andrei, who quit 
his job at a troubled state fac- 
tory to work for a thriving pri- 
vate concern two years ago, 


says his life has become better 
since Russia began the difficult 
process of shedding its commu- 
nist ctrin 

Mr Yeltsin will be counting 
on urban voters like Andrei, 
who have begun, to benefit 
from reforms, to drown out the 
discontented voice of the coun- 


tryside and the pensioners. 

But, uo matter how the par- 
liament shapes up, Mr Yeltsin 
can take solace from the fact 
that, if his native Urals were 
representative of the country 
as a whole, the crucial referen- 
dum on the constitution would 
go through. 


‘The onJy thing 
Yeltsin's strong 
hand has done is 
sack RosseF 


On this issue, paradoxically, 
the impoverished villages are 
proving to be a trump card for 
Mr Yeltsin. While voting in 
some of the cities was sluggish, 
the more conservative rural 
areas, where the Soviet tradi- 
tion of enforced voting has 
been slower to die, appears to 
be coming to the constitution's 
rescue. 

In Butka for example, elec- 
tion day was a high point in 
the slow provincial life of the 
village. A concert was held in 
the room adjacent to the-poll- 

ing station and, in typical 
Soviet fashion, foods unavail- 
able on the bare shelves of Bui- 
ka’s only grocery store were on 
sale at a booth just a few feet 
from the ballot boxes. 

Moreover, displaying the 
contrary impulses of voters tbe 
world over, even though they 
are not too keen on Mr Yelt- 
sin’s policies, the people of 
Butka like the strong-man con- 
stitution he has drafted. 

"Yeltsin is right. In these 
times of troubles, Russia needs 
a strong band," says Mr Sano- 
chkin, one of the president's 
local critics. But, aware of the 
contradiction in his views, he 
adds: “Of course, the only 
thing Mr Yeltsin's strong hand 
has done so Ear is to sack our 
leader, Rossel” 


Westernmost outpost torn between business and the military 


The people of ‘Kaliningrad were yesterday 
voting to an agenda more polarised than ’■ 
elsewhere in Russia, thanks to the aty’s 
unique history and location. 

Cut off from the world for 50 years. and ' 
now cut off from Russia by three bonders, -J 
the former cold war. fort has offered, a 
stark example of the power struggle 
between a rising .business. class and a', 
declining military elite. ' ‘ 

- The residents of Russia's westernmost - 
district, for ceffuries better known as East * ; 
Prussia, are sharply split between 1 pro-re: . 
form parties advocating am aggressive ' 
turn to the west, mainly Germany, and 
conservative groups hankering for a recon- 
stituted Soviet Union. -.- r -T v 

Around 200,600 mffftary petscamel live ' 
among the city's population of just lm, 
offering a strong constituency of support 
for Mr -Vhufimir Zhirinovsky's neofiiscist 
Uberal Democratic party. 


Matthew Kaminski in Kaliningrad, where the Germans’ return brings mixed feelings 


-"Power is in the hands of enemies and 
with .them you can only talk through the 
barrel of a gun,” grunts, an older military 
officer strolling down the main Lenin 
-Prospect, giving voice to the anxieties that 
have been putting Mr Zhirinovsky’s party 
into third place in local polls. 

1 Bat Kaliningrad has also developed a ’ 
clear liberal tint in tire last two years: Mr 
Boris Yeltsin got less than 40 per cent- of 
the .presMential vote in 1991 but over 60. 
per emit, which was higher than the 
; national average, in April’s referendum. . 

' That shift, according to localpoliticlan^ 
has been caused by. the opening of Kalinin- 
grad to German tourists visiting the 
•undent city which they know as KOnigs- 
i berg - destroyed first by war and then by 
Soriet bulldozers - as much as by the 


proximity of the west itself. The arrival of 
the tourists has brought around RteL2bn 
($923,000) in direct investment 

"Peoples’ mind- set has changed faster 
than in other regions,” Haims Mr Nikolai 
Tulaev, who retired as a navy captain to 
run in the elections on the Russia’s Choice 
list' for-the State Dunrna, or lower house of 
parliament A poll by the -Kaliningrad 
Sociological Centre last week showed his 
party r unning neck-and-neck with ' 
Yabloko, another reformist group, at 
around 14 per cent of the vote. \ 

The region’s liberally-inclined- adminis- 
tration hopes tiie new parliament wiH get' 
Moscow to loosen the bureaucratic noose 
while, simultaneously, increasing subsi- 
dies. 

Reform groups see the first step, needed 


to let Kaliningrad develop its so for disap- 
pointing free economic zone, as having 
already been taken. Custom duties were 
eliminated this year, although export quo- 
tas on amber, oil and fish - the region's 
staple products - reflect what local offi- 
cials call cumbersome meddling from the 
centre in the periphery. 

“Give us less money, fewer products, but 
give us economic rights," says Mr Tulaev. 
"We’ll make the money ourselves.” 

Such an attitude contrasts sharply with 
the interest of the city’s conservative 
.forces, which seek a strengthening of cen- 
tral control. Focusing on Kaliningrad's sig- 
nificance as Russia’s last western war 
prize, Mr Zhirinovsky’s supporters identify 
their miss ion as explicitly rejecting any 
German designs on the city, and. more 


symbolically, on maintaining the glory of 
the past. 

"Strengthening defence is our number 
one concern. Kaliningrad must stay a 
strong Russian bastion in the west,” says 
Mr Defermoev Dovzhenko, the Russian 
Co mmunis t party candidate, who rejects 
pressure from neighbouring states and 
reformers to demilitarise. Mr Dovzhenko is 
even ready for "Nato agitation”, he says. 

Both sides blame much of the city's eco- 
nomic hardship on the region’s appendage 
Status. Disputes over transport rights with 
its troublesome neighbour, Lithuania, 
have slowed the trickle of much-needed 
supplies, such as oiL But stores are full of 
expensive consumer goods brought from 
Poland. Drug abuse and organised crime 
have left tbe police flustered, with Kalinin- 


grad the area hub for stolen cars. 

The younger generation sees salvation 
to the west: Berlin is closer than Moscow. 
‘Yes, it’s better here than in Russia," said 
Svetlana Lekismnaya. a 19-year-old stu- 
dent, "but I've never been there.” 

But for the older generation, and espe- 
cially war veterans who captured Kttnigs- 
berg in 1939. the prospect of increased Ger- 
man involvement plays to their fears: 
indeed, the Communist party has been 
renamed the Patriotic Party in Kalinin- 
grad. 

Mr Dovzhenko, its constituency candi- 
date. blames “the threat of re-Germanisa- 
tion” on "the fall of the USSR". 

Such voices are loud. But Ms Olga Kru- 
pina, director of the Imm anuel Kant 
Museum, hopes reason will win out in the 
German philosopher's former home: “The 
elections are needed to wipe out the old 
ideology” 



Looks like the future is bright for gas. 


O r grand-parents used gas for lighting homes and streets : now natural. 

n referred feedstock to generate electricity. TOTAL is both 
gas is becoming me f* 

, coffl pany; in fact natural gas represents a major part of our 

an oil and a ga* r 

. Prom geology to marketing. TOTAL is at the forefront of 

hydrocarbon reserves. 


this complex industry and today holds a world-class position. Natural gas has 
therefore become a strategic focus for the Group, and it is not just by 
chance that in this rapidly expanding industry, TOTAL is poised 
to become a key player. TOTAL BY NAME. TOTAL BY NATURE- 
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NEWS: UK 


Trades Union Congress to promote works councils for British transnationals 


Heath calls for restored links 




EU funds trade union campaign 


By Robert Taylor, 

Labour Correspondent 

The European Union has 
agreed to finance the British 
Trades Union Congress to help 
mobilise workers and unions to 
create works councils inside 
Britain’s largest transnational 
corporations. 

The move to establish con- 
sultation and information-gath- 
ering bodies for British indus- 
try is bound to infuriate the 
British government. 

Ministers remain opposed 
strongly to the proposed EU 
works council directive that 
looks likely to come Into force 
by the end of next year. 

Under the opt-out from the 
social chapter secured at Maas- 
tricht two years ago by the UK 
workers in Britain will not be 
covered by the directive. 

But Britain's large transna- 
tionals with more than 100 
employees in two or more EU 


countries will have to provide 
a works council for their woric- 
ers outside Britain. The direc- 
tive will apply not just to the 
other 11 states of the EU but 
also Sweden, Austria. Finland 
and Norway as members as the 
European Economic Area. 

The TUC, the UK’s trades 
union umbrella organisation, 
believes British companies will 
have to include their British 
workers on the works councils 
because it will be impractica- 
ble for them to create such 
bodies for their foreign employ- 
ees alone. 

The EU. at the instigation of 
the European Parliament has 
allocated a £190.000 budget for 
1994 to the TUC to spend on 
efforts to win support among 
the relevant British companies 
to introduce works councils by 
agreement. 

An office is to be established 
in TUC headquarters in Lon- 
don manned by a full-time offi- 


cial to carry out the work- The 
TUC has appointed Mr Nick 
Clark, an official from the 
GPMU print union to the post, 
initially for a year. 

A wide range of activities 1$ 
being planned for 1994 paid for 
by the EU. These will Include: 

• The creation of a computer- 
ised database of all British- 
based multinational companies 
w hich affiliate unions will be 
able to use as they lobby for 
works councils. 

• The holding of seminars 
and meetings of affiliate 
unions in targeted companies 
to plan workplace strategies. 

Britain's unions believe it 
wDl be impracticable for Brit- 
ish companies to stop their 
employees in their domestic 
operations from joining the 
works councils. 

Mr John Monks, the TUC’s 
general secretary intends to 
make support for British union 
involvement in the European 


works councils one of his high- 
est priorities for next year. 

Many of Britain’s more pro- 
gressive large blue-chip compa- 
nies with well established 
worker participation schemes 
such as Imperial Chemical 
Industries and Unilever will be 
urged by the TUC not to wait 
for, or try to resist, the EU 
directive but establish a Euro- 
pean-wide works council for all 
their employees as soon as pos- 
sible. 

Over the past two years the 
EU has provided through the 
European Parliament an esti- 
mated £24m to fond meetings 
of workers employed by trans- 
nationals in preparation for 
the works council directive. 

The largest sums have gone 
to the European Industry Com- 
mittees - sectoral union feder- 
ations affiliated to the Euro- 
pean TUC. 

A study published today by 
Industrial Relations Services. 


reveals such meetings have 
covered a wide number of com- 
panies in engineering and 
chemicals as well as textiles 
and clothing, wood and build- 
ing, transport and the press 
and media. 

IRS estimate that last year 
alone over 9,000 worker repre- 
sentatives met each other to 
discuss cooperation funded by 
the EU. 

• Yesterday Mr Monks called 
on Mr John Major, the prime 
minister, to convene a meeting 
with employer and union rep- 
resentatives to discuss how EU 
president Jacques Delors’ plans 
to cut European unemploy- 
ment. agreed in Brussels at the 
weekend, can be implemented 
in Britain. 

“Mr Delors has put unem- 
ployment at the top of 
Europe's agenda where it 
belongs. We must make sure 
the UK gets its share of the 
new jobs", he said. 


with Iraq to help UK interests 


By Man Cane 

The UK’s diplomatic links with 
Iraq should be restored for 
political and humanitarian rea- 
sons, Sir Edward Heath said 
yesterday. 

The former prime minister, 
newly returned bom Baghdad 
where his talks with Iraqi pres- 
ident Saddam Hussein led to 
the release of three Britons 
serving long prison sentences 
on charges of entering the 
country illegally, said the dip- 
lomatic situation was unhelp- 
ful to British interests. 

He told the . BBC: “Our 
ambassador, in Amman and bis 
staff do everything they can 
from outside. It is not the same 
thing as being their cm the spot 
and being able to use our Judg- 
ment about what is going on” 

He said that the Russian 
charge d'affaires was looking 
after British Interests and 
doing a good job: “But why do 
our activities have to be han- 
dled by the Russian charge” he 



Former premier Edward Heath 


demanded. 

Sir Edward warned that UN 
sanctions were not affecting 
the Iraqi president's standing 
in the country: “This action 
does not make Saddam’s peo- 
ple hostile to him. 

“It puts them on his side 
because they resent very 
strongly the way they are 


being treated”. 

Sr Edward urged that talks 
shnnlri start with Tariq Aam, 
Iraqi deputy prime minister, to 
seek a solution. The situation 
was also alienating other Mid- 
dle Eastern , countries which 
wanted to resume business 
with Iraq: “Iraq is not tee only 
one suffering with these 
a rrang e m ents” he said. 

He was not calling for an 

fnrniwifato end to sanctions but 

for greater speed in Iraq's com- 
pliance with UN resolutions. 

Meanwhile, Lady' Olga 
Maitland, Conservative MP, 
called for international action 
to free foreign nationals still 
held in Iraq after the Gulf war. 
She said there were.. 625 
Kuwaitis and 61 foreign, nation- 
als from more than 30 coun- 
tries in Iraqi jails* “Iraq’s con- 
tinued refusal to release or 
even acknowledge the wherea- 
bouts of these prisoners is ille- 
gal under International law," 
she said. 




Britain in brief 



NZ model 
urged for 
bank status 

The government will come 
under pressure this week to 
cede greater independence to 
the Bank Of En gfand. 

The all-part Treasury Select 
Committee is expected to call 
for a degree of autonomy that 
would bring the Bank of 
England more into line with 
the New Zealand model. 

Its report, to be published on 
Thnrsday, coincides with a 
drive by one of its members, 
Mr Nicholas Budgen, for 
greater transparency for the 
Bank of England. 

Mr Budgen, a leading Euro- 
rebel, said: “The problem at 
the moment is that monetary 
policy can be changed without 
anyone knowing what is hap- 
pening. ” 

By calling for the publica- 
tion of guidelines for mone- 
tary policy Mr Budgen argues 
that the Commons would have 
more, not less, control over 
the Bank of England. 

In New Zealand the govern- 
ment has a contract with the 
central bank. 

The main element is the 
achievement by the latter of 
inflation within a specified 
range. 0 per cent to 2 per cent 
in the case of New Zealand. 
The penalty for foiling to Mt 
the target can be the dismissal 
of the governor. 

Sir Robin Butler, the cabinet 
secretary, is to visit New Zea- 
land next month, when he is 
expected to examine the work- 
ings of the country's Reserve 
Bank. 

Ministers have said they will 
consider all recommendations 
by the Treasury Select Com- 
mittee and are open to propos- 
als from other quarters on the 
future of the Bank of England. 


Mistrust found 
in construction 

Guidelines aimed at reducing 
contract abuses and litigation 
in the £45bn a year construc- 
tion industry will be published 
today as the first stage in a 
wide-ranging review of busi- 
ness practices in the sector. 

The review, jointly financed 
by construction employers and 
the Department of the Environ- 
ment is thought to be highly 
critical of adversarial attitudes 
between companies and clients 
which it says have soured 
commercial relationships and 
damaged the industry’s reputa- 
tion. 

The interim report by Sir 
Michael Latham, former Con- 
servative MP and a previous 
director of the Housebuilders’ 
Federation who led the review, 
is understood to refer to a cli- 
mate of deep mistrust and a 
disturbing atmosphere which 
had led to considerable dissat- 
isfaction in the industry. 


YT leavers 
‘quit early’ 

A quarter of young people 
leaving the government’s 
youth training scheme become 
unemployed while only a third 
are gaining qualifications, 
according to a report pub- 
lished by the independent 
Unemployment Unit and You- 
thaid. As many as 52 per cent 
of all yotmg people on the 
scheme quit early. The highest 
unemployment levels of YT 
leavers is in London with 29 
percent 

The figures come from the 
latest YT leavers survey cover- 
ing the period from April to 
October last year. 


Unions used to 
reach workers 

The number of large compa- 
nies which use trade unions to 
communicate with their 
employees appears to be rising 
again after a sharp fall in the 
late 1980s, according to a sur- 
vey by Vista, an employee 
communications consultancy. 

Vista received replies last 
month from 375 of Britain's 
largest companies, employing a 
total of g.gm staff, and 60 per 
cent said they used trade 
unions to brief staff. 

That figure compares with 53 
per cent in a 1989 survey based 
on a broadly similar sample, 
which was itself sharply down 
from 62 per cent in 1985. 

Most employee communica- 
tions experts are highly critical 
of managers who rely on 
unions, or noticeboards. to talk 
to employees. 

Peter Walker, bead of Vista 
Communications, is one such 
critic: “This shows the failure 
of British managers to take full 
responsibility for briefing their 
own staff direct." 

As many as 95 per cent of 
the respondents - mainly chief 
executives or main board direc- 
tors - said that trade union 
briefings reached all staff. Mr 
Walker said this assumption 
was highly optimistic. 


Comedians find 
alternative 

The Comedy Store - the Lon- 
don club seen by many as the 
birthplace of Britain's ’alter- 
native comedy* generation - is 
to move from its cramped 
premises in the Soho district 
of the capital’s West End. 

The Store, founded in 1979, 
became famous as the home of 
a brand of British comedy 
which was anarchic, satirical, 
and irreverent. It was also 
“politically correct” - attack- 
ing the racism and sexism in 
much traditional humour. 

Comedians who first found 
fame and a wider audience at 
the Comedy Store include Ben 
Elton, Alexei Sayle, and 
French and Saunders. 

The new £500,000 club off 
Piccadilly will seat 400 and 
opening night comedians will 
be Julian Clary, Paul Merton, 
Jo Brand, Jack Dee and Eddie 
Izzard. But tbe club's most 
famous feature, the “open 
mike" spot where newcomers 
get five minutes to launch a 
career, is to be preserved. Bat 
the dub points out that tbe 
success rate, below 2 per cent 
is no laughing matter. 


Smiling ‘can cut 
stress bill’ 

Smiling can prolong life by 
reducing stress, leading to 
fewer accidents and Jess ill- 
ness, according to the British 
Safety Council 

Launching Smile for Safety 
Week Mr James Tye, the coun- 
cil’s director-general, said: 
"Smiling is the key to wellness 
and now is the time to start on 
the road to a happier, health- 
ier, stress-free life.” 

The Smile for Safety Week is 
part of the council’s campaign 
to counteract the destructive 
effects of stress. The council 
says stress-related disorders 
affect a third of the national 
workforce, resulting in the loss 
of 90m working days a year at 
a cost of £7bn. 


Hot turkey... 

The British remain determined 
to continue the seasonal 
Christmas traditions, accord- 
ing to a survey by NOP of 500 
adults. On Christmas Day, 93 
per cent will sit down to tur- 
key, although 2 per cent will 
be eating the even more tradi- 
tional goose. Nearly two in 
three will have spent between 
£100 and £500 on presents and 
one in ten will have spent 
between £500 and £1,000. 




From chemistry to candy bars, more 
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says role of UK 
base undermined 


By Paul Abrahams 

Tbe 1{ K i* becoming an 
increasingly nnattractive site 
»r drags groups, according to 
the largest aon-UK based 
employer oE pharmaceuticals 
scientists in Britain. 

PSzf , the US drugs group, 
says the collapse of the UK sd- 
ence base, increasing govem- 
i? ™ ^interference in National 
Hralth Service drugs pending, 
ana growing violence from ani- 
mal rights activists, are under- 
mining the attractiveness of 
Bn tarn as a base for pharma- 
ceuticals companies. 

The UK’s pre-eminence in 
medicines research is under 
threat, warned Dr Peter Rin- 
grose. senior vice-president of 
medicinal R&D at Pfizer 
Europe. “Six of the world's top 
20 selling drugs were discov- 
ered in the UK. Britain has the 


k&bfflt per capita number of ■ 
Nobel prizes of any country in 
the world. But there are no w 
rising concerns about the UK 
®b a site for- pharmaceuticals 
research in the future," he 
said. - 

Pfizer’s R&D centre' at Sand- 
wich, Kent, employs 1,250 
research staff and is the largest 
investment by a US drags 
group anywhere in the world. 
The facilities, which have 
received $300m of investment 
over the last five years, have 
doubled in size since 1987. 

But Dr Ringrose said such 
investment could be threat- 
ened by increasing government 
controls on UR prices and 
demand for drugs. These 
indude a 2J> per cent price cut 
last month mid the introduc- 
tion earlier this year of lists of 
products doctors can no longer 
prescribe, on the National 


Health Series. 

this last measure means the 
government controls the price 
of 30 per cent of the drugs 
available in the UK, be says. In 
effect the NHS will only allow 
doctors to prescribe new prod- 
ucts whose prices have been 
cut to tiie same level as older, 
cheaper products. 

The attractiveness of the UK 
for drugs research was also 
being undermined by the state 
of the academic infrastructure, 
he said. The government’s 
recent policy document on sci- 
ence, engineering and technol- 
ogy, was encouraging, admit- 
ted Dr Ringrose. “But so much 
damage was done to British 
universities during the 1980s 
that what is required is more 
than platitudinous comments 
from ministers. ” be said. 

Increasingly animal rights 
violence is becoming the UK 


drugs industry's biggest con- 
cern, said Dr Ringrose. 

For regulatory reasons medi- 
cines have to be tested for tox- 
icity on two species, only one 
of which can be rodents. Some 
drugs are poorly tolerated by 
dogs and so have to be tested 
on primates. Most cardiovascu- 
lar research is based on dogs, 
because their system is similar 
to humans. 

“The whole Issue of manu- 
facturing is in focus," says Mr 
Hugh O’Connor, chairman and 
managing director of Pfizer 
UK. “Throughout Europe there 
will have to be rationalisation. 
What does not make sense is to 
manufacture on eight sites," he 
explained. The company pres- 
ently manufactures in the UK, 
France, Germany, Belgium. 
Spain. Portugal and Italy, it 
recently sold its Greek manu- 
facturing operations. 


The tightening pattern of UK pay rises 

Based on a radfaig analysis of whole-economy pay awards for the three • 
months ending October 1992 to the three months entfing October 1999 . 
5% 



Oct 1992 
»**«: IBS Pajr DaUMrk 

Median basic pay rises in Britain fell to 2 
per cent for the three months to the end 
of October, according to provisional data 
from Industrial Relations Services pub- 
lished yesterday, Robert Taylor writes. 

That rate was the same as for the three 
months to June, which was the lowest 
level for at least nine years. Median, pay 
awards across the whole economy have 
fluctuated within a 2 per cent to 2.3 per 
cent band for the seven months since 
April. 

IRS figures show a noticeable drop in 
the monthly level of pay rises in the 


Nov 

B- Lower qoartUe 

upper qnartile of private-sector workers - 
down to 2.5 per cent in October from 3 per 
cent in September. 

By contrast there was a slight increase, 
from 1.5 per cent to 1.7 per cent, in the 
same period in the lower qnartile. 

The provisional data also reveal a wid- 
ening gap between the level of pay deals 
in manufacturing compared with those in 
the private services sector. Basic manu- 
facturing wage rate rises this year have 
been running at least 0.5 per cent higher 
than those in private services with an 
average gap for the year of 0.8 per cent 


The latest figures contain a higher-than- 
normal proportion of public-sector pay 
awards - affected by the government’s 1.5 
per cent wages policy - and a smaller 
number of basic pay rises in the private 
manufacturing sector. 

The IRS figures refer to the level of 
recorded basic settlements and not to the 
growth in total average earnings. The 
findings are based on only 38 pay reviews 
in October. 

Industrial Relations Review Vol 5449, 
ms. 18-20 Highbury Place London N5 IQP. 
Subscription £50 a year. 
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Skill shortages 
threaten upturn 

in W Midlands 


By Paul Cheeseright, 

Midlands Correspondent 

Skill shortages have begun to 
appear in the west Midlands as 
the regional economy, still 
heavily dependent on manufac- 
turing, starts a jerky recovery 
from recession. 

Fears that such shortages, a 
characteristic of the region 
during the growth years of the 
1980s and present until late 
1990. could inhibit sustained 
recovery have been fuelled by 
a series of reports and sup- 
ported by anecdotal evidence. 

“If we keep on going with a 
few percentage points of 
growth, that can be coped 
with. If there is an upsurge, 
the problems will be there," 
warned Mr Bill Nicholls. the 
training specialist at the Engi- 
neering Employers’ Federation 
West Midlands. 

Last year, the consultants 
Cambridge Econometrics fore- 
cast that, of all the UK regions, 
the west Midlands would be 
the most likely to be hindered 
by skill shortages. By June 
1993. the West Midlands Busi- 
ness Survey, conducted by 
Wolverhampton Business 
School, was reporting a rise 
from 8 per cent to 12 per cent 
over the previous six months 
in companies facing difficulties 
in fin ding the right staff. 

The Confederation of British 
Industry and BSL, consultants, 
reported during the summer 
that more employers in the 
west Midlands and Wales - 13 
per cent - than in any other 
regions expected skill short- 
ages to limit output over the 
following four months. 

Against the background of a 
long-standing regional short- 
age of managerial and profes- 
sional skills, the Department of 
Employment said last month: 
"There are now more lower 
and intermediate-level occupa- 
tions being reported as difficult 
to fill.” 

But the position differs. 
There is no present indication 


of skill shortages in Birming- 
ham or Wolverhampton. In 
Solihull, the Jobcentre some- 
times finds it diffi cult to fill 
specialised positions, for exam- 
ple, some computer software 
specialists. In Madeley, Tel- 
ford. the Jobcentre has filled 
nearly every vacancy - “occa- 
sionally we have difficulty 
with specialised engineering 
things”. 

There are reports from Sand- 
well of problems in filling 
skilled engineering vacancies. 
Dudley is short especially of 
technical sales, setters and 
draughting personnel. Central 
England Training and Enter- 
prise Council (Centec). based 
in Redditch, has surveyed 600 
companies and found 21 per 
cent with vacancies which are 
hard to fill, half of which are 
professional and managerial 
and a third are engineering 
technicians. 

Information, however, is 
imprecise. The Department of 
Employment has reduced In 
number its classification of 
occupations so its statistics are 
more vague. Further, computer 
glitches have deprived it of 
information about the length 
of time vacancies are available. 

Employment analysts noted 
that difficulty in filling a 
vacancy could reflect low pay, 
bad conditions, unsocial hours 
or other factors. They also 
pointed to a mismatch between 
the presence of skills and the 
presence of work. 

Slimma, the women's cloth- 
ing manufacturer, is expanding 
from its base in Leek to Can- 
nock, Staffs, because of a short- 
age of machinists. Mr Gary 
Green, operations manager of 
Grau, the Redditch anti-lock 
braking system maker, said he 
had had vacancies for software 
engineers for a year. “There 
are no major universities 
nearby you can Teed off. The 
nearest is Birmingham and 
there you go into a pool with 
companies like Lucas trying to 
pull people off.” 


Massey tractor 
sales rise 22% 


By Paul Cheeseright 

UK sales of tractors from 
Massey Ferguson’s plant in 
Coventry will be 22 per cent 
higher this year than last, 
reflecting an overall surge in 
the purchases of farm machin- 
ery. 

The group said that by the 
end of the year it would have 
sold 2,300 Coventry-made trac- 
tors in Britain compared with 
1.880 last year. A further 2,000 
Massey Ferguson tractors 
made in Beauvais, France, 
would also be sold in the UK. 

The company claims to be 
the largest tractor producer in 
the UK, but usually 80 per cent 
of its output Is exported. The 
domestic market leader is 
thought to be Ford, followed by 
Massey Ferguson and then 
Case and Deere. Between them 
the four supply 80 per cent of 
the market 

The Agricultural Engineers 
Association estimated that this 
year UK farmers will buy 
18,000 tractors and that there 
will be sales of a further 1,100 
compact tractors with a power 
output of less than 40 horse- 
power. Total sales for 1993 of 
19.100 compare with 14,296 in 
1992, the most depressed year 
for tractor sales since the sec- 
ond world war. 

The UK market has been 
exceptional in Europe. "Farm- 


ers have had money put in 
their pockets,” said Mr Aaron 
Jones, managing director of 
Massey Ferguson. 

“UK far ming has had a good 
year, but it has been fortu- 
itous. This is derived from the 
downward movement of ster- 
ling against the Ecu." said Mr 
Chris Evans, chief economist 
of the Agricultural Engi n eers 
Association. This year farmers 
have on average received 
about 15 per cent more revenue 
than they expected, he added. 

The availability of cash 
coincided with latent demand 
built up because of low equip- 
ment purchases in recent years 
and the opportunity to take 40 
per cent capital allowances 
until last November. 

Massey Ferguson noted a 
start to the domestic buying 
surge last ApriL The rise in 
sales was one factor behind 
revisions to Us production 
schedules and the hiring of 160 
fixed-contract staff to supple- 
ment its normal 1,550-strong 
workforce. 

In early 1993 the Coventry 
plant expected to build 13 ,500 
tractors this year. Now it 
expects annual output to be 
about 17,000 for markets world- 
wide as, Mr Jones claimed. 
Massey Ferguson wins a larger 
market share in Europe and as 
distributors in Europe and 
North America build up slocks. 
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BUSINESS TRAVEL 


FINANCIAL TIMES MONDAY DECEMBER 13 1993 


N othing breaks the 
ice in a Moscow 
meeting quite like 
the word "Aeroflot''. 
Of all the hazards dogging 
western business in Russia, fly- 
ing has long been the most col- 
ourful 

There is the legendary tale of 
the traveller who set off to fly 
to Volgograd - and was depos- 
ited 3,000m away in Vladivos- 
tok instead. There are the 
every day epics of 12-hour 
delays, pet goats in the cabin 
and tarted-up air hostesses. 
And there is my own dinner 
party piece of the occasion 1 
argued myself onto a flight to 

Baku - and found that other 
passengers were sitting in all 
the seats, luggage racks and 
toilets, which meant 1 had to 
squeeze in behind the pilot at 
the controls. 

Now the good news for the 
faint-hearted Is that alterna- 
tives are available. 

In the last two years Aero- 
flot, once the monoply airline 
of the Soviet Union, has been 
broken up into 160 regional 
and republican carriers. Most 
still operate under the flag of 
Aeroflot, and sell tickets to for- 
eigners through the central 
Aeroflot ticket agencies. The 
Russian transport ministry has 
recently urged the smallest 
carriers to re- unite, possibly as 
holding companies. However, 
the service of the different car- 
riers varies significantly, not 
least because of the varying 
availability of petroL 
Meanwhile, 161 entirely new 
airlines have been registered 
as well, with two now 
offering scheduled services 


Gillian Tett explains how best to survive air travel in Russia 

Pack a sense of humour 
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Aeroflot, once a monopoly operator, has now been broken up into 160 smaller components, most still operating under its flag 


competing with Aeroflot. 

One is the Transaero group, 
which offers reasonably priced 
flights between Moscow, Riga, 
Kiev, Alma Aty and other 
cities. The airline uses two 
Boeings and two Ilyushin 86’s, 
mercifully redesigned inside. 
The bub is Sheremetevo 1 air- 


port one of the less unpleasant rooms. 


in Moscow. The hostesses, 
trained by Air France, are 
smart And instead of the stan- 
dard Aeroflot food - rubbery 
chicken squares and strange, 
fizzy juices - the fare on a 
recent Transaero flight from 
Alma Aty was a herb omelette, 
complete with button mush- 


The second new private com- 
pany Is the Chance airline, 
which flies three times a week 
between Moscow and TMisi. 

Chance’s 5150 service, like Its 
name, is memorable. The tick- 
ets themselves are as flimsy as 
loo paper, but passengers are 
offered champagne and roses. 
The airline is too young to 


have established a meaningful 
safety record - but that is 
unlikely to deter anyone who 
has chosen to travel to Geor- 
gia. 

A third alternative is to char- 
ter your own aircraft. Private 
jets can be hired from most 
west European countries, and 
if there are several passengers 


and destinations on tire trip, 
the cost may not be too die- 

Aeroflot will also arrange 
charters and Russian army 
units sometimes offer their 
own aircraft for private flights, 
particularly in far-flung 
regions. 

If none of these options is 
feasible, then you will have to 
use a scheduled flight from one 
of the former Aeroflot carriers. 
Even here, however, there are 
tactics which can help on any 

fli g h t* 

• If you are new to Russia, 
travel with a local. Having 
someone who can argue with 
officials can determine 
whether the journey is simply 
novel or nasty. Many airport 
officials outside large cities 
like Moscow will not speak 
English, and the system 
for check-in can be bewil- 
dering. 

• Equip yourself for long 
delays, wherever you are fly- 
ing. Take some food. Loo paper 
and whisky are also helpful. 
Above all, bring something 
utterly absorbing to read. 

• Travel light Recovering lost 
checked-in luggage Is difficult 
Although there is little leg 
room In the cabin, yon can 
usually store extra hand 
luggage at the front or 
rear. 

• if your aircraft suddenly 
dives, do not immediately 
panic. Remember Aeroflot 
pilots are trained fighter pilots, 
which makes them highly 

.qtrilluri 

• Finally, hang on to your 
sense of humour. Most flights 
do arrive, eventually. 


More leg room , 


for your money 

Gordon Cramb discovers that 
there is a bonus for some KUM 
business-class passengers 


T hose with a long-haul 

flight ahead of them 
this winter, and an 
employer who is pre- 
pared to pay for a business- 
class ticket but no more, 
might, wish to consider going 
Dutch. 

On-BLM, you could land a 
first class-type seat for the 
journey, without forking out 
extra cash for the privilege. 
The Netherlands flag carrier 
last month abolished its 
unprofitable Royal Class. It Is 
reconfiguring its fleet to 
add seats in the tourist 
cabin move business class 
to the front of the air- 
crafL 

The process will take until 
March, and the airline has 
changed only one aircraft so 
far. On the rest, the former 
first-class cabin is untouched 
except for the menus. So for a 
club-level fare, business travel- 
lers who strike lucky can 
stretch out for a near-horizon- 
tal sleep. 

So how can you get one of 
these seats, rather than a more 
closely packed and steeply 
an gled one in the regular busi- 
ness-class section? 


The best way Is to ropiest a 
seat allocation, wham .booking, 
and ask about the cdofiguia. 
tion (as a rate, 1 if It js- an o& 
style interior, make sure , the 
row number is In' single fig- 
ures}- KLM is befog a litcoy 
about this facility and Us 
agents may need some: prod- 
ding. .. ' ■ 

One way to. improve your 
chances, and to benefttior tax-. 
tber flights besides,; isijba join 
the airline's frequent fly# pro- 
gramme. The scheme inevita- 
bly, it is called Flying Dutefa. 
man. may grant priority i* 
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double its usual credits for 
business-class . -.travellers 
through the winter season, 
equivalent to those previously 
accorded to Royal Class, pas- 
sengers..! 

There is some inconvenience: 
the transit through Amster- 
. dam’s Schiphol airport can 
mean a long walk firamgate to 
gate. You may be additicuaily 
hampered- at . ti^mameotlby 
building works. But you could 
score ezuKtgh : points for a 
free ticket back- tber$, ~to- 
stroll the city’s canals another 
time:- ■ . \ 
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Sign up for the special 


Qantas ‘Frequent Flyer’ 


treatment, and 


who knows where you’ll 


end up r 


YvV. 
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A First or Business 
Class flight on Qantas 
can land you with the 
odd surprise. 

•An espresso on 
the Boulevard St. 
Germain. 

A plate of moules 
in the Grand Place. 


limousine’ will be available to collect you within 40 
miles of Heathrow or Manchester. 

Extra benefits, such as priority waitlisting and 
recognition through Silver and Gold levels, will be 
added as you earn further points. 

And, like all Qantas First and Business Class 
passengers, you’ll have access to the VIP Captain’s 
Club lounges throughout our network. 

Obviously, 


The Rijksmuseum and Rijsttafel. 

Just one round trip to Singapore could be followed 
by a free return flight to Europe, 

From January 4th, our Frequent Flyer points, 
including any you already have, can be redeemed 
by you and your family for British m 
Airways return flights from the UK. JHKSBgBfeg 
Meanwhile, on Qantas flights, 
you’ll have access to a priority E gl" 

JPJJgg'' ■S&lvP 

reservations phone number and 

your special Frequent Flyer fe.!. - Y -- imB fe" jPWfc 
status will be recognised at il' V JBEadil -‘ yJ 
check-in and on-board. ; 

And on all Qantas flights, Jj||f 
outbound and inbound, a ” IB 1 - J 1 MB a* g M L 


the best route to 
Europe is now via 
the Far East and 
Australia. Via 
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the free Qantas 
Frequent Flyer 

■ Programme. ; : - 

W: For more details, send the coupon, or 

f ring 0345 747 300. 
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For a Frcquem Flyer Information Pack, send to Qantas Airways, 
FREEPOST PAM 6795, 395/403 King Street, London W6 9BR. 


Address 


Postcode 

Telephone 


mu 



’Apart from Business Class Apex Fare. Redemption on British Airways is not valid on flights from CJK to Singapore, Bangkok, Australia and New Z ealand. 
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While the development of Telford has 
attracted overseas investment and 
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rought n ew high-tech ind ustries into 
the county , the worry j s that the pace 
of indigenous growth is too slow tn 
create en ough job s for an expanding 
populatioiywrites^ui Cheeseright 


Building on 
success not 

an easy task 


itac, tbs Taiwanese 
computer company, 
will today open its 
£3-Sm new plant in Telford. At 
the same time, the US group, 
Augat, which already makes 
telecommunications equipment 
in the town, will announce a 
factory expansion - so that it 
can make automotive compo- 
nents - and the establishment 
locally of its European head- 
quarters. 

Telford would perhaps have 
preferred larger investments 
than these with which, to cele- 
brate the anniversary of its 
creation 25 years ago as one of 
Britain's new towns, with a 
brief to provide new homes 
and Jobs for overspill popula- 
tion from the industrial West 
Midlands. Modern factories 
and office blocks stand as testi- 
mony to its achievements but 
recession at home and oversees 
has slowed the inward move- 
ment of companies. 

Since 1968, more than 130 
companies from 18 different 
countries have settled tn Tel' 
ford. Most came from else- 
where in the West Midlands 
but US groups . were also 
among the early arrivals, end 
in the 1980s the pace of Japa- 
nese investment quickened. 
About 35. per cent of al^. Japa- 
nese companies inv e s t in g in 
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the UK have come to Telford, 
i n dnrftng NEC, Ricoh, Maxell, 
and Epson. The hope now is 
that Telford will draw compa- 
nies from the growing econo- 
mies of the Pacific Rim. 

Telford's attractiveness owes 
much to the availability of 
land, the ease of movement 
around the area, and the local 
workforce’s willingness to 
adapt - 

It has been able to meet the 
needs of high-tech industries 
requiring (men space, in a way 
which the Birmingham-Black 


Country conurbation cannot 
. But the town has not 
escaped the effects of recession 
and, as the UK economy tenta- 
tively resumes growth, the 
immediate prospects for Tel- 
ford and Shropshire are mixed. 
Expansion in the short term is 
hkelyto depend more on indig- 
enous growth than on injec- 
tions of capital from outside 


1 the region, yet the pace of such 
growth seems certain to he 
slower than needed to make an 
impact on unemployment, or 
to cope with the demands of an 
Increasing population. 

Employment growth has 
recently been weak. The latest 
West Midlands business survey 
carried out by Wolverhampton 
Business School concluded 
that growth had taken place 
everywhere in the West Mid- 
lands except Shropshire. 

However, the same report 
showed that the proportion of 
companies in the county 
reporting increased sales was 
the highest in the region. “You 
would not expect everything to 
be smooth coming out of reces- 
sion,” Professor David Walker, 
head erf the centre for business 
research at Wolverhampton 
University, argues. “Until now, 
Shropshire has fared reason- 
ably well. It does not have 
heavy industry winding down. 
It has shown growth on the 
level of Coventry, but it Is not 
so dependent on the motor 
industry." 

Indeed, heavy industry 
wound down decades ago, leav- 
ing a legacy of disused mine 
shafts and derelict land. Clear- 
ance of that land as part of the 
development of Telford made it 
possible to attract a new gener- 
ation of light, high technology 
industries and confirmed Tel- 
ford’s position as the industrial 
centre of the county. 

It has been a costly process. 
About £lbn of public funding 
has gone to Telford, drawing in 
a fiirther £800m in private sec- 
tor investment hut the town 
must now fend for itself with- 
out subsidy. The main incen- 
tives which Telford was once 
able to offer potential investors 
have been removed: its inter- 
mediate status as an assisted 
area disappeared this year, its 
enterprise zone with the associ- 
ated capital allowances and 
rate rebates is not only expir- 
ing, hut is nearly full. 

The development corporation 
which guided Telford’s devel- 
opment has been wound up. "It 
was an engine fuelled by vast 
sums of money. Taking it away 
leaves a hole," says Stephen 
Jury, chief executive of the 
Shropshire Training and Enter- 
prise Council. 

Responsibility for promoting 


Ironbridge: the growth of the tourist industry, allied to the expansion of the retail sector, is vital 


the area has passed to the Tel- 
ford Development Agency, 
established by the Commission 
for New Towns, Wrckin dis- 
trict council, the local author- 
ity for the area, and Shropshire 
county council. It is continuing 
to target existing sources of 
inward investment and new 
potential investors. 

A scheme designed to appeal 


to internationally mobile exec- 
utives and their companies is 
“Sky Park". The plan, cur- 
rently with the Environment 
Secretary, envisages a develop- 
ment of 63 homes with hangars 
at the bottom of each garden 
linked to a central runway 
which, executives could use to 
commute to business destina- 
tions. 


More generally, however, the 
town must now rely on its 
basic advantages to attract 
newcomers: the availability of 
greenfield sites and labour, and 
easy access to new office 
accommodation. 

At county level, too. concern 
is focused on establishing fac- 
tory space and communica- 
tions for new corporate resi- 


dents. “Once the infrastructure 
is there, people will come,” 
says Bruce Crawcour, eco- 
nomic development officer at 
the county council. 

The challenge of providing 
enough jobs for a growing pop- 
ulation is, however, a big one. 
A study carried out by War- 
wick University for the Tec 
predicts population growth in 
the county of 34.200 during the 
decade to 2001. 

“A substantial number of 
jobs will have to be created, it 
is difficult to see how this can 
be achieved without inward 
investment," warns Mr Jury. If 
employment growth does not 
resume, according to the War- 
wick study, "the projected pat- 
tern of population change 
implies that the Tec area will 
contain substantial numbers of 
unemployed people aged over 
35 by 2001, [particularly in] 
areas such as Telford which 
have attracted migrants who 
will be in this age group by 
2001 ." 

Telford can be expected to 
grow, but the greater number 
of jobs will not be in manufac- 
turing, where higher produc- 
tivity is leading to less rather 
than more employment, but in 
the services sector. Thus, the 
growth of tourism and leisure, 
allied to the expansion of the 
retail sector, is vital. 

So for, in the county as a 
whole adjustment to a slowly 
rising population and the 
recession has been relatively 
smooth. Unemployment rates 
have generally been below the 
national average. 

The highest rates of unem- 
ployment have been in The 
W re kin, and in Oswestry, both 
dependent on manufacturing. 
Both have pockets of struc- 
tural unemployment, with 
rates at about 20 per cent. 
Indeed, concern in Telford 
about deprivation was such 
that the Wrekin Council made 
a bid - unsuccessfully - for 
City Challenge funding from 
the government. 

Some farms in the bill areas 
have been running at a loss 
and as wealth has diminished, 
services have been run down 
and some communities have 
found themselves locked into a 
spiral of decline. 

“The most important thing 
for strengthening the rural 


economy is to have a first class 
telecommunications network. 
This is the way of removing 
rural inaccessibility says Mr 
Crawcour. 

The search, therefore, is for 
economic diversification, and, 
if it could be achieved, stron- 
ger local control over Impor- 
tant economic decisions affect- 
ing the county. 

In a county where companies 
employing more than 200 work- 
ers make up just 1 per cent of 
all companies, Telford is the 
centre for the larger manufac- 
turing groups, and from the 
New Town's earliest days the 
growing diversity of their own- 
ership has been a source of 
strength and of innovation in 
product development 

But, it is also a source of 
weakness in that local manag- 
ers often have only immediate 
operational control. The deci- 
sion to move the work of Ven- 
ture Pressings to Halewood 
was taken, for example at Ford 
headquarters, and not in Tel- 



ford where the factory is based. 

Mingled with the satisfaction 
that companies have set up 
operations in Shropshire is the 
fear of instability that comes 
from being largely a branch 
economy as far as bigger com- 
panies are concerned. “We suf- 
fer horn the lack of large com- 
panies owned and managed in 
the county," Mr Crawcour 
says. 

To create a stronger eco- 
nomic infrastructure for 
growth in the south and west 
of Shropshire, the county coun- 
cil is applying to the European 
Commission for £20m of funds. 
U is a modest sum compared 
with that which helped to cre- 
ate - in the development of 
Telford - a focal point for 
growth in the Midlands. 

The hope, however is that it 
will generate conditions in 
which further growth can take 
place. 
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The Best Team in Process Control I 









LIKE TELFORD, R ATI F Y ICS pic IS AN UNQUALIFIED SUCCESS STORY! 


Since our establishment in modern custom-designed facilities in Telford, Bailey 
ICS pic have effectively doubled our turnover every year, and in the current part 
of the fiscal year, that trend shows the same substantial rate of growth. 

Bailey ICS pic was originally formed to design and manufacture high 
technology control and monitoring systems to the United Kingdom’s process 
industries - oil & gas, petrochemicals, power generation, chemicals & 
pharmaceuticals, and many other industrial applications. 

Not only has the level of cpntracts been outstanding, we have also triumphed in 
markets outside the United Kingdom. The export element of our sales has 
increased from an original 21% to an impressive 72%. 

As satisfied residents of Telford. Bailey ICS have created over two hundred and 
fifty new jobs in the area, by expanding our original team of fifteen to a current 
compliment in excess of three hundred, and - like our turnover - this number 
rises to handle the increase in levels of sales. 

All this has been achieved in a fiercely competitive international environment. 
An arena in which the world’s leading technologies are promoted with an 
aggression which reflects the scale of the. investments involved - as well as the 
urgent need for the reliability of the installation and safety of its operators. 

We at Bailey TCS pic look forward- ta tie next twenty-five years of residence in 
Telford, and we send our : congratulations to Telford - a great place to do 
business from! 


We have installed our highly successful 
INFI-90 distributed control systems 
throughout the world. And to serve our 
important Middle East interests we have 
set up sales, administration and training 
offices in Abu Dhabi. 

Major contracts have been achieved in : 
The United Kingdom - including the 
North Sea oilfields • Abu Dhabi • 
Belgium • The Peoples Republic of China 

• France • Greece • Holland • Indonesia 

• Italy • Luxembourg • Singapore • 
South Africa • Taiwan and currently work 
is progressing on a control & monitoring 
system for an unmanned power station in 
Malaysia. 


BAILEY ICS pic 

Hortonwood 37, Telford, TF1 4GT. England 
Telephone: 0952 670477 Far-simUe: 0952 G70455 
Telex: 359118 
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TELFORD AND SHROPSHIRE II 


Hazel Duffy looks at the young town’s efforts to attract newcomers 


Fledgling finds its wings 


T elford was 23 years old when it was 
abandoned by its parent, the Telford 
Development Corporation, in 1991. 
The corporation had been the guiding 
influence of the new town from its incep- 
tion. Abandonment, forced by tbe govern- 
ment, was hard and Telford protested to 
no avail. 

But Telford does not have to stand 
entirely on its own two feet - yet The 
corporation's responsibilities were split 
three ways. The government's own body, 
the Commission for New Towns (CNT), 
was assigned to dispose of 1500 acres of 
land that had been In the ownership of the 
corporation. 

The Telford Development Agency, was 
set up by the CNT, Wrekin District Coun- 
cil and Shropshire County Council to mar- 
ket tbe town and attract Inward invest- 
ment. The district council resumed 
planning powers, except for the acreage 
which is the responsibility for tbe CNT. 

Arguably, at 23, it was time for Telford 
to get out from under the wings of its 
parent Those who opposed, did so on simi- 
lar grounds to those used by other new 
towns - they were not yet ready to he 
launched into a harsh and highly competi- 
tive world without the special care implied 
by the development corporation structure. 

Telford has been helped to the tune of 
about IT bn from government over tbe past 
25 years, complemented by £800m invest- 



Chrtatopher Macfcrofl 


meut by the private sector. This may seem 
generous, given a population of only 
120,000, although others might compare it 
with the public subsidies that have gone 
to London Docklands over just 10 years. 

Young Telford has had some tough 
times in its short life. It was hard to tempt 
manufacturers into the area when commu- 
nications with the outside world were as 
poor as they were until the M54 was 
opened in 1983. Meanwhile, the existing 
industrial base in the town was crumbling 
fast Tens of thousands of Telford jobs 
disappeared in the recession of the early 



David Hutchison 


19806, when so much of manufacturing 
industry was unable to live with a sterling 
exchange rate dominated by North Sea oil 

The past 10 years have been much more 
successful. Telford Development Corpora- 
tion had been Ear sighted in the 1970s, 
seeing the threats to manufacturing indus- 
try on the horizon, and reading the omens 
for a town which depended on corporate 
parents which were located anywhere but 
In Shropshire. 

The corporation knew it had a lot to 
offer, particularly to Japanese companies 
which were starting to look towards 



Europe, and to towns winch canid offer 
greenfield sites. It went out and marketed, 
and got the companies in. 

Christopher MackreU, the CNTs direc- 
tor for the West Midlands (Telford and 
Red ditch), and farmer commercial director 
of the Telford Development Corporation, 
says that 35 per cent of Japanese invest- 
ment in the UK is in tbe town. 

It has taken time to build up this level of 
confidence, however. 

The plight of the town to the early 1980s 
was such that the Treasury agreed to an 
Enterprise Zone to help the town become 
more competitive. The rates holiday, and 
attractive terms for writing off capital 
expenditure against tax liability, have 
helped to sell moat of the 250 acres EZ. 
Just 20 acres remain undeveloped. Unlike 
in the early days of Telford, when factories 
were predominantly rented, most of the 
property has been bought by investors or 
the occupiers of the premises. 


Under the New Towns Act 1985, the 
CNT, which will be wound up itself in 
1998, Is charged with disposing of a land 
ham ir equal to 2,500 acres. It is all ootsafe 
tbe EZ. The land is spread mostly around 
the outer ring of the town. It already has 
outline p lanning permission for develop- 
ment. either for housing, or employment, 
most for industry, but also for commercial 
purposes. Sites can be assembled if this Is 
what a client wants. 

Tbe grant of formal planning consent Ibr 
specific projects lies with the CNT, in con- 
junction with tbe Environment Secretary. 
However, it is highly unlikely that an end 
purpose which did not meet the approval 
of the District Council would be permitted. 

The i and back is important from the 
point of view of the West Midlands region. 
Greenfield sites are a rarity, given, the 
government’s leaning towards disallowing 
farther development of green belt land. 

The Telford land hank, according to the 


Telford Development Agency, represents 
about 40 par cent of good quality land ta ^ 
the region. It is a powerful marketing fool 
within the region, although Telford has 
plenty of competition from outside the 

region. 

Industrial land is priced at about 
£U 5 , 000 -£ 125,000 an acre, land for housing 
at nearly £ 2004)00 an acrev'prfces which, 

Mr MackreEsayB, "provide a yardstick for 
negotiated disposals" to current occupi- 
ers, as well as to prospective developers. 

In the two years, since the dtapcsatedict 
was issued, £2Qm has been realised in land 
and property sates by the CNT ia-TVdfoni 
This breaks down into about 100 acres sold 
for bousing, 25 acres for empkiyuifiaL 

Wrekin District Council also ownsprop- 
erty, worth about £4flaa, which ft rents out 
at £L50 to £150 a sq ft for Industrial users, 
and between £6iS0 and SWlBO a sq ft fat. 
offices. Hue ^Oodi^wtntecIOBelyvrtllithe 
CNT. It Is content to let ttoCNfc with -fl» 
Development .Agency, market -Telford, 
admowlfidgfog that they have for sigwriw •' 
networks of international- contactsthaR a 
distcid: councfl could mnrteiv . 

Among existing businesses, however, 
the Council Is vrosting hard to promote 
networking. Under the old system, the 
Development Corporation was responsible 
largely for external relations with the pri- 
vate sector. Now, increasingly, it is tbs 
coumdL 

David Hutchison, chief executive, admits 
that they are Still learning. But he points 
proudly to the Business lick (One Stop 
Shop), opening next year, which Telford 
has managed to secure with strong Coun- 
cil input Before fee end c£ the decade, and 
the wind up of the GOT, Wrekin will have 
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U nrelenting blackness hong over the 
back-to-back slums of Birmingham 
and the aptly named Black Country 
well into the 1960s. The worst conditions 
prevailed in factories and offices. 

Then in 1968, Telford - the town was 
named after the inventive British engi- 
neer - was planned as an overspill from 
the huge West Midlands conurbation. 

Demographers at the time were predict- 
ing that the population of the area would 
grow. The new town was designed to 
accommodate this projected growth and 
to put people In improved surroundings. 

Although the idea or creating new 
towns to relieve population in urban 
areas was unpopular In some quarters, 
ministers had decided that in the West 
Midlands some relief had to be provided. 

While a predominantly rural county, 
the chosen new town area of Shropshire 
was far from being a rural paradise of 
green fields on which young architects 
could unleash their ambitions. 

John Madia, architect of the plan, says 
his first inspection of the area revealed 
"mile upon mile of derelict land running 
from the Severn Gorge to the A5". This is 
where tbe Industrial Revolution was 
bora. Spoil heaps littered the area and he 
and his partner later discovered 3,000 
mine shafts. 

The task was twofold: to plan for a new 
town and to reclaim this large tract of 


Hazel Duffy finds the real test of the town plan was its adaptability 

Coping with the unexpected 


derelict land. But the real test of the 
Madia plan - based originally on the 
Dawley area, in the south of what is now 
Telford, and expanded by 1968 to include 
the area to the north - was whether it 
could be adapted to the political and eco- 
nomic shifts which lay ahead. 

The plan had to be strong but flexible. 
“A plan which would, as the town was 
built, accept economical and social 

in the event, Telford had to be 
shaped on a smaller population 
than originally planned 

changes from then into the 1990s. In the 
early ’60s that seemed a long way off. It 
seemed as for away and as unrealistic as 
George Orwell's 1984,” says Mr Madia. 

In the event, Telford had to be shaped 
on a smaller population than originally 
planned. Instead of the forecast 225,000 
by the early 1990s the 1991 census puts 
the population at 119,000 and this is not 
expected to increase much beyond 140,000 


in the next decade. Part of the reason 
behind the discrepancy in the figures was 
that families were turning out to be 
smaller than expected. Also Telford did 
not attract as much employment as had 
been foreseen. 

The Midlands economy - which It was 
assumed would provide most of the jobs 
for Telford - did not go on expanding 
beyond the early 1970s. Existing industry 
in the Telford area, notably the companies 
in the GEN complex, shrank. 

The planner Professor Colin Buchanan, 
whose report on traffic in towns was pub- 
lished 30 years ago, was more successful 
in bis predictions. Professor Buchanan 
said roads and other facilities would have 
to be built to accommodate the growing 
number of cars and trucks. 

While, to a large extent. Professor 
Buchanan was ignored, Telford - the first 
new town to be planned post Buchanan - 
shows his influence. 

Tbe original plan specified a town 
motorway, linked to the main roads, con- 
necting residential areas with industry 


SHROPSHIRE 

COUNTY COUNCIL 

a 

has played a major role in Telford 
evolving from a concept into a 
successful new town which has an 
international reputation as a business 
location. 

During the last 25 years the County 
Council has: 

• shared in the construction of new roads to 
make the town more efficient for industry 

• built 23 new schools to provide the skilled 
workforce for the future. 

• promoted Telford as a regional growth cenfre. 

• built a central and other libraries to enhance 
the cultural life of the town. 

• sponsored the Telford Development Agency 
to attract inward investment 

• built a new central fire station at Stafford Park 
and another station at Tweedale. 

0 built new premises to care for the elderly and 
handicapped. 

• attracted over £15 million of European money 
to fund the town's development 

The County Council is proud to have 
played its partin Telford's success 
and looks forward to Telford's next 
25 years. 
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and the town centre. A secondary road 
system connected the residential areas - a 
group of villages, based on the original 
villages in the area and supplemented by 
new clusters - and access to the town 
centre. Local distributor roads joined np 
with the inner and outer roads. 

This concept was expanded to include 
the larger area five years later. Pedestri- 
ans were not to be neglected. Walkways 
connect the housing dusters with schools, 
community facilities and transport to the 
places of work. Green swathes of land 
have survived between the villages. A 
park was bufit in the centre. 

(hie vital road link was missing for the 
first 15 years - the connection with the 
M6. although Mr Madin says he had told 
ministers at toe outset that Telford must 
be connected with the new motorway net- 
work if it was to succeed. 

The M54 was opened in 1983. Continued 
government restrictions on industry 
expanding into areas other than those of 
persistent high unemployment was to 
prove another shackle on tbe growth of 
Telford into the 1970s. 

Those trim did move there, however, 
were greeted with houses and their own 



John Madin, 


of the plan 


small gardens. Tower blocks were dis- 
couraged in Telford, in spite of their hugs 
popularity with architects and treasurers 
in the cities. 

The first houses woe almost all buQt 
by the development corporation for rent 
to standards which were higher than 
those the private housebuilders could 
afford to specify. Space was set aside for 
private housing, however, much of which 
has since been taken up. 

Planning in the 1960s assumed that 
automation was going to allow for more 
leisure time. The white heat of technology 
was to be turned to the benefit of every- 
body, giving them more money and more 
time to enjoy themselves. 


In fact, it was uhmnplosrmaBt which 
struck Telford to the Id79-X98g recession. 
The fall in spending power and the slower 
than forecast growth In popadattaa meant 
that Investors were rrincfamt to take up 
the -Telford opportunity.. 

This has gradually changed as foe town 
succeeded In persuading the government 
to designate an enterprise sane within its 
boundaries and as fee devefopniesit corpo- 
ration attracted a new and more diversi- 
fied group of emifoiycas from otoer parts 
of Britain and from ov er seas. 

The town centre has expanded and 
attracts shoppes from a wide area, 
although fiie shopping centre does not 
look like the one that was originally 
planned, which specified shops to he built 
on a canopy, with car parting facilities 
b eneath. 

.Instead, the shops are surrounded byj^ 
, open-air car parks as in ontof-town shop- 
ping centres. But, as Telford matures 
developers m ay be persuaded to work np 
improved schemes. 

Many firings did not turn .out as plan- 
ners in the 1960s had envisaged. But Mr 
Madin, who now runs .an international 
design group, beBeves that Us original 
plan - dubbed a .plan Ear “freedom city* 
in 1969 by the Birmingham Evening Mail 
- was largely respected by the develop- 
mertcarparotion. 1 - ... . - v ■ 

Above all, the plan proved to be fiexflile 
enough to cope with toe unexpected. And 
toe town is gafarfny the ntf-cadHate 
Out is to be expected of a 25-year-old. 


Lar ge companies help stabilise the economy, says Paul Cheeseright 

Town loyalty is what counts 


M uller, the German 
dairy foods group, this 
year will produce 
£125m worth of yoghurt at its 
new custom-built plant at Mar- 
ket Drayton. Shropshire would 
like to have a few more compa- 
nies like it Indeed, tbe county 
council made abortive bids to 
attract Toyota, the Japanese 
motor manufacturer, and For- 
tex, the New Zealand, meat 
processing company. 

The reason Is not for to seek. 
Shropshire is a county of small 
towns. Loyalties he with the 
towns rather than the districts 
of which they are a part Large 
companies help to stabilise the 
local economy of particular 
areas. If they close, then the 
immediate effects can be for 
reaching on relatively small 
communities, pushing them 
into a spiral of decline. 

Outside Telford, the largest 
concentration of people and 
economic activity is Shrews- 
bury, the county town. It is not 
only a modest manufacturing 
centre in its own right with 
companies such, as Perkins 
Engines and Vickers Precision 
Components, but also a signifi- 
cant retailing and financial ser- 
vices centre, drawing in busi- 
ness from both toe county and 
mid-Wales. 

Its diversity and size meant 
that Shrewsbury survived the 
recession in better shape than 
the industrial centres. Analysis 
of unemployment on a district 
basis by the West Midlands 
Enterprise Board showed that, 
at the end of the summer, 
unemployment hi Shrewsbury 
was 8 J per cent compared with 
10.6 per cent in The Wrekin, of 
which Telford is a part, and 
10.3 per cent in Oswestry in 
the north of the county. 

Where there is less diversity, 
local unemployment rates have 
been higher. When J -P. Woods 
closed its poultry processing 
plant in Craven Arms, south 
Shropshire, with the direct loss 
of 500 jobs, it threw out of 
work 65 per cent of tbe local 
labour force. 

New Investment to compen- 
sate for that shock to the local 
economic system has not been 
forthcoming. 

Tbe combination of national 
recession and the relative 
decline of agriculture led to a 
chain of plant closures. At 
EDesmere, in the for north of 
the county, closures and or 
reductions in plant size at com- 
panies like Dairy Crest, Swan 


Hill Engineering and EUese- 
mere Electronics caused 600 
jobs to disappear. At Express 
Dairies in north west Shrop- 
shire, cheese making stopped 
and 140 jobs were lost 

When Farmgas, producing 
energy from farm waste in 
Bishops Castle on the south 
west side of the county, trans- 
ferred operations to Derby- 
shire, 100 jobs went St Ivel’s 
decision to close a yoghurt 
plant in Whitchurch, north 
Shropshire, led to tile loss of 
180 jobs. 

Whitchurch has become of 
concern to the county council 
whose economic officials noted 
that “there has been a chain of 
redundancies over the last 10 
years. The town has lost Us 
manufacturing heart There is 
no longer a major manufac- 
turer. The biggest employer is 
Tesco (the supermarket group). 
Market Drayton was going the 
same way". 

The difficulties of Whit- 
church point up the more gen- 
eral problem of a contracting 
rural economy as lower 
demands feeds through to the 
food processing plants and the 
individual forms. Herein is the 
significance of Muller’s deci- 
sion to build a £30m plant in 
Shropshire. 

According to the county 
council, 70 local dairy forms 
are supplying milk exclusively 
to Muller. The plant Itself is 
now employing 460 people. Its 
presence has helped to rebuild 
local business confidence 
which, in turn, tt is hoped, will 
generate more employment out 
of its own momentum. 

But investments on the scale 
of Muller are rare, although, in 
co-operation with the West 
Midlands Development 
Agency, the regional inward 
investment organisation, the 
county council Is approaching 
550 French companies in the 
hope that some might wish to 
set up in Shropshire. For the 
most part, however, the small 
market towns of the -county 
will have to seek salvation 
elsewhere from toe declining 
rural economy. 

^ ha toe absence of interest 
from the private sector,- local 
autho ri ties are trying to pro- 
vide the infrastructure for the 
development of small scale 
Industry, Thus, the county 
council has completed serviced 
land schemes in Bishop’s Gas- 
tie and Graven Anns. Local 
authorities are co-operating 


with the Rural Development 
Commission, and, where the 
public sector partners can 
Spark an interest, with the pri-‘ 
vate sector to provide indus- 
trial space In* for. example, 
Oswestry, Ellesmere, dedbozy 
Mortimer and Chm. 

In toe case of Shrewsbury, 
property development is exten- 
sive, with the county council 
involved in four schemes far 
industrial and office use. One 
site has been sold to Mercury 
Telecommunications far a new 
fibre optic centre; three acres 


of an 18-acre project have been 
sold to Massey Fsguson, the 
agricultural, machinery group 
far a sales and service centre. 

Alongside infrastructural 
developments, there is a pro- 
gramme of environmental 
improvement in market towesjf® 
such as Ludlow and Oswestry, 
the better to encourage tour- 
ism and to exploit the aUqring 
county landsc ap e Shropshire’s 
slogan far tourists Is "Staying 
Off tim Beaten Tracks But the 
county would prefer industry 
to get onto tt 
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T rucks going to and fi am 
Tel&rd ply the M54 day 
in and day out, testi- 
mony to the hive erf activities 
within the town. The statistics 
are impressive. More than 1,000 
comp anies have located in Tel- 
ford, attracted towards the rel- 
atively spacious lay-out erf the 
town which puts almost every 
site within five minutes of a 
motorway junction. 

Easy access for supply 
vehicles also means that peo- 
ple can easily get to the town 
to work. The town itself has a 
population which is younger 
than the region, while the pool 
of economically active people 
within half an hour’s travelling 
time is forecast to grow from 
552,500 in 1991 to 587,000 by 
1995, according to a study car- 
ried out by Wrekin Dikrict 
Council and consultants. 
Telford has also benefitted 


economy tin Tetford Development Agency must stS look oversees to meet the demand for Jobs from people Dving in and around the town 
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Hazel Duffy looks at the continuing drive to win the foreign investment that will provide employment 

Success proves a hard act to follow 


from being an area which qual- 
ified for government grants for 
companies setting up in the 
area, or existing companies 
investing in expansion. That 
this status has now ceased can 
be seen as testimony to Tel- 
ford's success. 

It is now. the older urban 
areas and towns in the south 
which have been hit hard by 
the contraction of defence and 
other high technology activi- 
ties, which qualify. 

Publicity for the town draws 
heavily on the appeal it has 
had. for overseas companies. 
More than 130 companies, frum 


18 countries, have set up in the 
town, mostly in manufactur- 
ing, or distribution, but some 
are service companies. 

The US tops the list, but the 
24 Japanese companies - 
Including NEC, Ricoh, Epson, 
Maxell - might be said to have 
sealed the town’s reputation. 
Companies from Taiwan, one 
of the newer investors from 
Asia, are the latest to choose 
Telford. 

. The bulk of the town’s 
employers, however, have less 
exotic backgrounds. Most have 
relocated from other parts of 
the West Midlands. Two of the 


* 


Paul Cheeseright looks at the rural economy 

Incomes falling 



J ohn Evans laid nff half 
his workforce earlier this 
year. The staff at his. 700- 
acre hill country farm in south 
west Shropshire went from 
four to two. He has less live- 
stock as the subsidy cushion., 
for sheep and cattle becomes 
less comfortable. He needs 
fewer people to iodk'after 
. • • ’ 

: The fevahs family siarfetT 
the form as tenants three gen- 
erations ago. Mr Evans is now 
a freeholder, and he will pass . 
the farm on to his sons who ; 
are already training to take it 
over. He is chairman of the 
Clun Forest branch of the 
National Fanners Union and, 
like his peers, he is coping 
with changed attitudes to agri- 
culture. 

*T was educated to maximise 
everything. My sons look at it 
from a more economic base: 
you can only produce what yon 
can sell,” be said. 

On 600 acres of arable land, 
in the east of the county, Micb- 
y&ael Dugdale, chairman of the 
Country Landowners Associa- 
tion in Shropshire, also wres- 
tles with pressures aimed at 
reducing his production. He is 
setting la n d aside, as he must 
and, he says, “we grow some 
crops - grass for seed, turnips 
For seed where there are no 
subsidies". He is interested in 
oilseed rape for industrial use. 
-Things like this will have to 
come in the future.” 

Farm incomes have been fall- 
ing but there has been some 
recent relief. "This year form- 
ing has been a little bit better 
than it has over the years. The 
harvest has been quite good. 
Price have been dropping 
latelv but they were good prior 
;£to the harvest," Mr Dugdale 
' says. Against that, corn 
exports have not been as 
attractive as they were in 1992, 
largely because of currency 
fluctuations. 

If Shropshire is highly senst 
tive to both European Union 
agricultural policy and increas- 
ingly to the ebb and flow or 
market prices, it is because the 
rural economy plays a 
role in the county than m most 
others. The predominant land 
use is agriculture, accounting 
for 81 per cent of the area. 


Shropshire Training and 
Enterprise Council reported 
that, with construction and 
motor vehicle .engineering, 
agriculture and hortic ulture is 
a favourite career choice for 
males. This choice . is unwise 
since, batistes. show that the 
rural ' workforce has been 
shrinking. 

em plo yment of all industries: 
1,400 jobs, a decline of 18 per 
cent. A loss of a farther 1,500 
jobs is predicted by the end erf 
the decade,” reported Shrop- 
shire Counfy Council 
For all that, the number of 
people employed directly in 
agriculture is proportionately 
higher than the national aver- 

Uvestock farming is the 
most labour Intensive 
and is most common in 
the uplands, where fn 
some districts 
employment is far above 
the county average 

age. The TEC noted, on the 
hasis of the 1991 census, that in 
Shropshire agriculture 
accounted for 55 pa- cent of 
employment compared with 1.7 
per cent for the West Midlands 
region as a whole. 

This is an ageing workforce. 
Nearly 66 per cent of those 
employed are over 35 and, of 
them, 75 per cent have been 
engaged for more than six 
years. Mr Evans points out 
that generations often follow 
each other on the same form: 
grandfather to father, father to 
son. 

But there are variations 
within the county. "There is 
very little Grade One land, but 
the arable land is good, and 
there’s good dairy land - it 
gets the rainfall , ” said Mr Dug- 
dale. "The big nrea is the 
uplands -and that's the bit 
there’s most concern about." 

livestock farming is the 
most labour intensive and it is 
most common in the uplands, 
where In some districts 
employment is- far above the 
county average at more than 
30 per cent Shropshire splits 
into three main areas, with 



dairy farming in the north, ara- 
ble in 1 he east and beef and 
sheep in the south and west 
the Maiv-hps- “ Mine has come 
out of the hifla - they have 
gone to beef and sheep, but on 
the valley bottoms, there's 
. quite a lot of injuring ." says Mr 
Evans. 

This sort of shift is not with- 
out its problems. "Rising sheep 
numbers on u pland landscapes 
present ecological problems. 
On the Long Mynd about 18,000 
sheep are grazing an area 
where the ecological limit is 
estimated to be 5,500 sheep, 
according to the Country Land- 
owners Association,'' he says. 

But farm innntnea nationally 
- and Shropshire is no excep- 
tion - have been falling 
steadily since the mid-1960s as 
costs have risen faster than 
output prices and the Euro- 
pean subsidy regime has 
become less generous and 
more controlled. 

Surveys of 199091 net farm 
income carried out by Man- 
chester University and used by 
the comity council show that 
the average farm income for 
dairying was £22.000 a year for 
Shropshire, slightly higher 
than the national average. For 
cropping it was £17,000, 
slightly lower than the 
national average, but for low- 
land livestock farming, a char- 
acteristic of the Marches, not 
enough was earned to cover 
costs. 

The loss of wealth in the 
Marches has led Shropshire 
Counfy Council to work with 
Hereford and Worcester 
Counfy Council in the prepara- 
tion erf an application to the 
European Commission asking 
for Objective 5b status. This 
would provide funds to help 
with the diversification of the 
rural economy in order to off- 
set the changes which have 
been taking place in agricul- 
ture. 

“Wales already has 5b status. 
To stop on the boundary is an 
entirely artificial termination 
of assistance, says Mr Bruce 
Crawcour, the Shropshire eco- 
nomic development officer. 
“The Marches have exactly the 
gamp problems ... If we get 5b 
status, that could bring in 
£20m over the next five years 
for Shropshire and Hereford 
and Worcester." 

Spending would be concen- 
trated on providing an infra- 
structure which the private 
sector might be Induced to use. 

Private sector property devel- 
opment In the area has largely 
come to a halt 

This would be a new pot of 
funding for an area of 160,000 
people who. apart from their 
dependence on Common Agri- 
cultural Policy subsidies, have 
never before had European 
assistance. 

Among Shropshire farmers 
there is, in any case, an ambiv- 
alent attitude towards conti- 
nental Europe. Mr Dugdale, 
noting the framing of the set 
aside rules and their apparent 
evasion by farmers fa some 
parts of continental Europe, 
said: “We feel strongly that we 
obey the rules and the others 
don’t" But for Mr Evans “the 
French are the best ministers 
of agriculture we’ve got”. 


most important relocations, 
however, have been from the 
public sector the Inland Reve- 
nue. which set up its central 
computer activities in the 
town, and the Land Registry. 
But cherries of this size are not 
likely to drop again for some 
time. 

Given the uncertainties Ln 
the British economy, the Tel- 
ford Development Agency 
(TDA) must still look overseas 
to meet the demand for jobs 
from people living in and 
around the town. Japanese 
investment has slowed, Ger- 
man and other European 
Union interest is not being con- 
firmed. The US is also slow. 
The TDA is targetting Switzer- 
land, from where eight Telford 
companies have already 
arrived. 

Telford was picked for the 
proposed first British Sky 
Park. The concept is for 64 
houses to be built, each with a 
hangar at the bottom of the 
garden, which would be con- 
nected to a central runway, so 
that executives of foreign com- 


panies could jump into small, 
private planes and be in their 
head offices within a couple of 
hours. 

The suitability of Sky Park 
to Telford is still awaiting the 
verdict of the UK environment 
secretary. Even if it is turned 
down, it offers an interesting 

The town wants 
more research facilities 
and would like to 
embrace higher 
technology 

angle on the diverse ownership 
of companies in the town. 

Telford's economic architects 
would like to see a greater 
diversity of activities to serve 
as a bulwark against recession 
and the continued rationalisa- 
tion of locations by companies. 

The town suffered badly in 
the early 1980s. The current 
motor industry sales dip has 
taken its toll even in the past 
month, with the closure of the 
GKS/Jaguar pressings activi- 


ties, which is moiing to take 
up Ford spare capacity on Mer- 
seyside. 

Telford wants more research 
facilities and would like to 
embrace higher technology. A 
science and technology park is 
on the cards. The new Shrop- 
shire campus of Wolverhamp- 
ton University will help to 
emphasise that the town is 
increasingly capable of accom- 
modating more than the sort of 
routine assembly and back 
office jobs that have proved 
vulnerable. 

Unemployment in the Tel- 
ford Travel to Work Area is 9.7 
per cent. In the town itself, it is 
at least a couple of points 
higher. The latest West Mid- 
lands Survey* puts the figure 
for Shropshire slightly higher 
than the rest of the region, 
where employment prospects 
are improving. Telford seems 
to be reflecting this trend, 
since the rise in unemploy- 
ment also lagged behind that 
of the West Midlands. 

With a growing population, 
the town has to create more 


‘new 


jobs simply to stand still. 

But Telford is not all 
town". One part of north Tel- 
ford - based on the old mining 
settlements of Oakengates and 
Hadley - displays social and 
economic characteristics asso- 
ciated with inner cities. 

The isolation of its inhabit- 

Tetford tends only to 
come into the picture 
when a company has 
already decided it wants 
to set up in Britain 

ants is all the greater because 
the new investment has been 
made close to the area. But a 
bid to get the area designated 
for the government's City 
Challenge programme did not 
succeed. 

Labour-led Wrekin Council is 
conscious of area’s needs. With 
the Commission for New 
Towns and several housing 
associations, £17m investment 
is going to meet unsatisfied 
deman d for cheaper bousing. 


both to rent and for purchase. 
The upgrading of facilities, 
such as shopping, is also 
planned for the districts. Small 
factory units are being built 
witb the help of European 
regional development money. 

Telford cannot afford to take 
its eye off the ball for a second. 
The town has to look good and 
work well if it is to continue to 
attract incomers. 

Its marketing people argue 
that much of the relocation is 
"self-selecting" determined by 
the need of the components 
sector for good sites in the 
region, and that Telford has 
those sites. 

Loss of assisted area status 
will not help. Competition with 
other areas, particularly Wales, 
is intense. Furthermore, Tel- 
ford tends only to come into 
the picture when a company 
has already derided it wants to 
set up in Britain. 

At the same time it must 
continue to meet the require- 
ments of companies that are 
already established in the 
town. The problem with suc- 
cess is that it can be a bard act 
to follow. 

* The West Midlands Business 
Survey. Autumn 1993, Wolver- 
hampton Business School m 
conjunction with Warwick Busi- 
ness School and Price Water- 
house. 
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The dependence on agriculture must be shifted, says Michael Cassell 


Growing need to diversify 


S hropshire may be among 
the most beautiful and 
unspoiled of all British 
counties but the rural charac- 
teristics which make it so spe- 
cial also present It with big 
economic challenges. 

The county is among the 
most rural of all, with the 
number of people employed in 
agriculture - at 7 per cent - 
more than three times the 
national average. Half as many 
again work in agriculture-re- 
lated employment and, in the 
south of the county, one in 
three people depend for their 
jobs on agriculture and associ- 
ated sources of employment 
With agriculture in decline - 
the county's fanning workforce 
fell by nearly 20 per cent dur- 
ing the 1980s and is expected to 
re main in decline - the chal- 
lenge is to diversify away from 
economic dependence on the 
land and put in place an 
employment base which can 
provide long-term jobs for the 
local population. 

Past failure to do so means 
that younger people have been 
steadily drifting away from the 
area in search of employment. 
The county council calculates 
that the 1980s saw a net migra- 
tion of 6.50 0 people aged 15-24, 
a trend which also threatens 
the ability of potential employ- 
ers to secure the skills base 
they require to expand. The 
workforce left behind tends to 
be older and increasingly 
immobile. 

Alongside the dedine in tra- 
ditional sources of employ- 
ment rural services are also 
being cut back, with schools, 
village shops and transport 
links topping the list of casual- 
ties. hi Shropshire, up to 30 per 
cent of all post offices, garages 
and primary schools have been 
closed. 

The county council acknowl- 


edges the need to act decisively 
to stem the rot threatening the 
survival or rural communities 
and has, in spite of tough 
restrictions on resources, put 
in place a framework intended 
to construct new dimensions 
for Shropshire’s economy. 

The task is not an easy one. 
Shropshire may be exception- 
ally beautifol, but one of the 
reasons it has remained so is 
because road links remain 
comparatively poor and public 
commuter services are non-ex- 
istent. Employers may have 
taken to Telford in the north of 
the county, which is now 
tapped into the motorway net- 
work, but places such as Lud- 
low to the south have found 


Telecommunications has 
been identified as one 
of the keys to economic 
development in a county 
such as Shropshire 


the going much tougher when 
it comes to attracting new 
employers. 

In the county's eyes, diversi- 
fication of an agricultural 
economy means enacting a 
series of integrated initiatives 
on several broad fronts, includ- 
ing help to the existing farm- 
ing community, support for 
new and existing businesses 
and the targetted promotion of 
specific industries. 

The focus for the county's 
efforts to develop the rural 
economy is its rural economic 
development initiative (Redi) 
which was set up in 1992 to 
bring together public, private 
and voluntary organisations 
intent upon developing the 
county's rural economy. Redi's 
objectives are to identify eco- 
nomic blackspots. devise suit- 
able initiatives and then 


appoint the most suitable agen- 
cies to deliver a response. 

South Shropshire district, for 
example, has been designated 
part of the Marches country- 
side employment programme, 
comprising a three-year pilot 
scheme which aims to stimu- 
late economic diversification 
through a partnership of local 
organisations. 

Several initiatives are in 
hand to improve the efficiency 
of remaining farms and to offer 
advice on training and employ" 
meat opportunities beyond 
agriculture. There are moves 
to help formers add value to 
their products to help them to 
survive, as well as to develop 
new products. 

Given the problems emana- 
ting from the county's compar- 
ative remoteness, other poli- 
cies are in place to help 
overcome the difficulties of 
physical separation of the pro- 
ducer and supplier from the 
customer. 

One of the new “ business 
link’* centres established by 
the Department of Trade and 
Industry is to be located in Tel- 
ford but, because of the dis- 
tances between north and 
south, local partners in the 
county’s business support net- 
work are to establish a satellite 
business development centre in 
Craven Arms, the small mar- 
ket town which sits astride tile 
A49 close to Shropshire’s 
southern boundary. 

The problem of access to 
advice and information, train- 
ing and business support ser- 
vices across such a widespread 
geographical region has also 
encouraged the county’s busi- 
ness development unit to 
organise a series of rural busi- 
ness surgeries throughout the 
county. 

This year, the unit changed 
its business grant scheme to 


give priority to applications 
from the rural south and west 
of the county and to those com- 
panies generating additional 
employment Shropshire train- 
ing and enterprise co uncil is 
now also providing business 
start-up and development 
courses in rural locations. 

Modern telecommunications 
systems have already been 
identified as one or the keys to 
economic development and 
diversification in a county 
such as Shropshire. In a taste 
of what may be to come, the 
small town of Kington, across 
Shropshire’s southern border 
in Hereford and Worcester, 
was this year selected for a 
national pilot scheme to study 
the effect of state-of-the-art 
communications *rwi computer 
technology on the economic 
and social fabric of small 
towns and villages. 

The intention is to protect 
existing businesses and to 
attract new ones, partially by 
luring back those people for 
whom high-tech business and 
rural locations have always 
been seen as incompatible. The 
results of a 12 -month study will 
be closely scrutinised across 
the border In Shropshire. 

Perhaps the most obvious 
candidate for development as 
Shropshire tries to escape its 
agricultural base is tourism, 
which already accounts for an 
estimated 10 per cent of 
employment and which 
accounts for a £20m annual 
spend on the part of visitors. 

The county last year 
launched its sustainable tour- 
ism project, intended to 
achieve a sensible balance 
between the benefits of tour- 
ism development and the need 
to conserve and protect Shrop- 
shire’s natural beauty. Woe 
betide county hall if it gets the 
balance wrong. 



tronbridge: the north at the county was the cradle of an I nd u st ri a l wvotution 
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Michael Cassell explains his personal passion for the county 


A piece of heaven on earth 


“Shropshire is possibly one of 
the most blond, boring and 
monotonous of all British coun- 
ties. Holidaymakers should give 
it a wide berth. ” 

This advice might come from 
any Salopian or fan of Shrop- 
shire who regards the county 
as a little bit of heaven on 
earth and who wants to keep it 
that way- That means scaring 
off visitors whose tramping 
feet grind Offia’s Dyke to dust 
or whose flashy, offroad jeeps 
turn ancient bridleways into 
battlegrounds. 

But rural life is not that sim- 
ple. Shropshire might not like 
tourists but it badly needs 
them. They provide an impor- 
tant source of revenue for a 
county trying to combat the 
decline in traditional indus- 
tries and, more specifically, for 



Wbre looking forward 
to further growth. 


Telford's growth over the last 25 years into a modem and 
vibrant town, attractive to businesses and as a place to live, has 
been nothing short of spectacular. 

More than 1,000 companies have 
made Telford their home, 130 of them 
coming from overseas. Many of them are 
household names like Maxell, Samsung 
and Windsor Life. An eminently suitable 
reason for celebration, we’d say. 


Call our 
Land Line 

0952 

293 

131 


And with our commitment towards continued growth, 
the next few years should be a cause for further celebration. 

Look forward to the benefits of Telford 
and the opportunities we have. ■; 

Look forward to fully serviced sites 
with outline planning permission. 

Look forward to further 
growth and another twenty five 
successful years. 


Land and premises with added value. 



growing numbers of families 
who supplement their iwame 
from tourism. One in six forms 
in Shropshire operate at least 
one enterprise for tourists mid 
the number is growing. 

It is hardly surprising. 
Shropshire is as beautiful 
under-exploited as it is 
sparsely populated, a continu- 
ing conundrum given its imme- 
diate proximity to tire indus- 
trial West Midhmfa ft is as 
though a million Brummies, en 
route for the beaches of the 
Welsh coast, have never had 
time to stop as they rush 
through a county too dose to 
home to bother with. 

Shropshire, in spite of its 
size, remains one of those 
places that people find hard to 
put on the map. It usually ends 
up somewhere east of Man- 
chester or north of Leeds. 
Those who find it invariably 
fall in love with it 

Huge tracts of the county 
have been designated as areas 
of outstanding natural beauty. 
There Is rugged wilderness and 
rich farmland, rolling moor- 
land and wooded slopes; it is 
part-English and part-Welsh 
and littered with the evidence 
of a troubled history imposed 
upon by its border with Wales. 

Countless bins are topped 
with ancient, earthwork for- 
tresses; picturesque Norman 
fortresses and churches are 
commonplace. 

Rich in minerals, the north 
of the county was the cradle of 
an industrial revolution which 
is still remembered and cele- 
brated at Ironbrldge Gorge, 
where Blists Hill living com- 
munity museum recreates the 
past in the shadow of Abraham 
Darby's famous iron bridge. 

Until comparatively recently, 
visitors to Shropshire were left 
hugely to their own devices, 
given the restricted support 
and information services avail- 
able. It was as though the 
county was deliberately lag- 
ging behind, uninterested in 
encouraging interlopers from a 
less welcome, new age. 

Hotels were basic, restau- 
rants were mostly caught in a 
“meat and two veg" time-warp 
and shopping was unexciting. 
The opening of a delicatessen 
in one market town was 
viewed rather like the arrival 
of a space ship. 

The county still cannot claim 
to offer the broad range of 


choice available in better 
developed parts of the country 
but it has made great strides 
and ram now offer high stan- 
dards of hotel acocanmodation 
a lo ngsi d e the more usual, and 
ever-popular, farmhouse style 
holiday base. 

Despite tiie continuing wish 
to preserve the county’s time- 
lessness, thee has been a 
marked sea-change in atti- 
tudes. Tourism has finally 
been recognised as an impor- 
tant element in the county’s 
economy and the proliferation 
of tourist information centres 
alone offers evidence of a more 
serious, better co-ordinated 
approach to the issue. 

In south Shropshire, the: 
county council ha« launched a 
pilot scheme to identify tile 
wwn^nic; impact of tourism on 


Tire tourist industry has 
finally been recognised 
as an important element 
in the county’s economy 


the area detailing a strat- 
egy Myiti action programme for 
implementation. 3 it is suc- 
cessful, similar projects will be 
extended to otter, rural parts 
' of tbs county. 

The county is easily divided 
into two.parta. -To 4he north - 
above a line drawn by the A5 - 
is the best knownarea, with its 
tree-fringed meres, pleasantly 
rolling c ountr y s ide and sand- 
stone hiQs. -■ *. 

Ask anyone to mention a 
Shropshire town and the 
chances are they will say Tel- 
ford, possibly Shrewsbury and 
occasionally Oswestry.' 

Telford may be Shropshire’s 
commercial “hot spot”, with its 
influx of high-tech Japanese 1 
companies and . expanding 
housing estates, but tourists 
can easily afford to miss most 
ofit ' 

They might; instead, try 
Shrewsbury, its medieval 
huff dings struggling to hold ' 
their own against heavy traffic, 
or Bridgehorth with its 
remarkable panoramic views 
out across the River Severn. 
Oswestry, on the county's 
north-west borders, offers a 
pleasant and convenient base 
from which to explore a 
little-known corner trf England. 

But it is to the south of 


Shropshire where the best trea- 
sures lie, tucked away in the 
remote, rolling hills around 
Clun, stretched oat along the 
Corvedale and hiding down the 
half-timbered lanes of Ludloxfc 
surely one of the most beauti- 
ful, unspoiled towns in Ifritarfn. 

The. tourist can. easily spend 
a week or two exploring the 
lanes and villages of an area 
which still battle to remain, as 
AJ3. Bousman so famously 
observed, among the “quietest 
places under the sun”. 1 

Ludlow itself, perched above 
the River Tfeme retains an ele- 
gant s treetscape largely pre- 
. served over centuries. The 
market in castle square pro- 
vides a focal-point in the 
shadow of the castle which, was 
briefly hose for Edward lYs 

- two Hi-fated sons. - 

Nearby are endless walks 
across Forestry Commission* 

- land- in- Mortimer forest and 
there is plentiful game and 
coarse fishing. 

Drive north on fixe A49 past 
Stokesay Castle - an exquisite 
13th century, fortified manor 
' house open to, visitors - to 
Chinch Stratton, dubbed “little 
Switzerland” by the Victorians 
who established the town as a 
spa. 

At the heart of the Shrop- 
shirehBfe, the town sits under 
the Long Mynd. SfiOO acres of 
heather-covered moors which 
rise tike a hump backed whale 
behind iL A - multi-storey 
antique market serves as a use- 
ful refuge on a wet day, of 
which there are plenty- 

Tb the north-west erf Ludlow 
find Cftm, the dellghtM stone- 
buftt village at the head of the 
stunning valley which bears Us 
name and which has a thou- 
sand- year- old packhorse 
bridge.' . 

A little further is Bishop’s 
immortalised as . “Mal- 
lards Keep” by novelist Mary 
Webb. The town has seer more 
robust times: but its High 
Street still stretches uphill dra- 


matically to the Three Tomb 
brew* 


pub which has its own bre 
ery. 

Than there is. Bury Ditches, 
toe iron-age fort which stands 
over Clanton and offers any- 
one with a bit erf puff and a 
p icnic basket one of the most 
spectacular dining rooms in 
Britain. Shropshire fa cr ammed 
foil of secrets; let's hope tbs 
tourists never find town 
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Stokesay Castle, a 13th cenfaay. 


manor housa 
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UK COMPANIES 


THE WEEK AHEAD 




■ TODAY 

COMPANY MEETINGS: 



n east 


Batatay Square, w, iaoo ' 

- BOARD MEEHNG6: 

Pirate: 

ChttnaK 

-Trafalgar House 
jfnMare . .. 

Interims: 

-Bwtatay.Gip. 

finntsy 
. Groeo* King . 

Hamlet 

-UaHiati 

Mefvfflo Street invs. 

Mofaardk 
Soufharrt Electric 

■ TOMORROW 

COMPANY MEETINGS: 

■ Ejtatas & Agency lnsttbjto of 

oirectois, 118, PaB MaB. S.W„ 1030 

tew., 33. King Wifllam Street. E.C., 

ScottMi Metropolitan Property, Gbsoow 

Royal Concert Heft, Glasgow, iijo^ 
Scottish National Tat. Charles QaJdev h™** 
125, West Regent Soee£ctoMawizi£ OU88, 

Edinburgh, 12L0Q 

BOARD MEETINGS: 

RnaJK 

Aukatt Assoc. 

David Lloyd Leisura 
Sheriff 
Shoprtte 
Southern Radio 


Vaux 

Wheseoe 

interims: - 

Amberiey 

BogotS 

Ewart 

Hist Technology . 


Me MI e Street Inv. 

Stem Se le ct ive Growth 
Southern Water 
South Western Beet 

■ WEDtESOAY DECEMBER 15 

COMPANY MEETINGS: 

***** (CJt), Alexandra Docks, Newport. 
Gwent. 11.30 

Rnahury Growth Tst, Great Eastern Hotel, 
Uverpod Street, E.O. 12JJ0 
naming Japanese tav.T3L.25. Copthtfi 
Avenue. EC., 12.00 . 

Glasgow Income Tat, Hunterian Ait Gallery, 

University of Glasgow, Glasgow, 7.00 
Lo*» IWmJ, BJanJ Avenue. Dundee. 12.00 
Mafadto Invs, Watermen & UghtsTWier a 
HaB, 16. SL Mary-at-HS, EC., 12.15 
Town Centre Securities, Town Centra House. 
Merton Centre. Leeds. 230 
BOARD MEETINGS: 

Finals 

Acstos & Hutcheson 
AMs 

Baggeridge Brick 
Chemring 

Da9y MaS & General 
Qoctra Inv. . 

Greeneora 

Group Development Capital 
ilae muc ei 


Hunters Anrtey Gip. 

Kunicfc 

M&GGrp- 

Polar 

interims: 

Bristol Water 
Bnsor 

Northem Bectric 
Ptym 

■ THURSDAY DECEMBER 16 

COMPANY MEETINGS: 

Black & EdgJngton, The Registry. Royal 
MM Court £0,1000 
British Assets Tst, 1, Chorions Square, 
Edinburgh, 12230 

Govett Strategic Inv. Tat, ShocMeton House, 
4, Battle Bridge Lane, S £.. 12.00 
Jitter European Inv. Tst, Knlghtsbridge 
House, 197, Kruoghtsbridge, S.W„ 11.30 
Overseas Inv. TsL, 23, Great Winchester 
Street. EC, 12.00 

Smart (JHContractors}, 28, Cramond Road 
South, Edinburgh. 12.00 
VTR, 86. WBson Street. EG. 12.00 
Waflcome, Queen Bizabritti II Conference 
Centre, Broad Sanctuary. S.W, 1 1 DO 
BOARD MEETINGS: 

Finals: 

Albion 
Archer (AJ) 

Barcom 

Brunner Inv. TsL 
Chfttem Racfio 
Fafrflne Boats 
Ktetnwoit Charter tnv. 

PhonoOnk 

TKoHkfgs. 

Inte r i m s: 


Bail (AH) 

London Merchant Securities 
MS InL 

Stewart & Wight 
Sutcfiffe Speakman 
Victoria Carpets 
Westport 
Yorkshire Beet 


COMPANY MEETINGS: 

Benchmark Grp, institute ol Chartered 
Accountants. Moorgaie Place, E.C.. 12.00 
Lowland Inv, 3, Finsbury Avenue, EC.. 230 
Nesco Invs, Chartered Insurance Institute. 
20. Aldermanbtxy. EC.. 12.00 
Stratagem Grp, Exchange House. Primrose 
Street EC., 12.00 
BOARD MEETINGS: 

Finals: 

Bumdene Invs. 

Interims: 

Abtrust Prof. Inc. Inv. TsL 
Asda 

Man web 

Reiance Security 
Tinsley (Biza) 

Unit Grp. 

United Inds. 

Waveriey Mining Finance 
Welsh bid. Inv. Tst. 

Company meetings are annual general 
meetings unless otherwise stated. 

Please note: Reports and accounts are not 
normafiy available until approximately six 
weeks alter the board meeting lo approve 
tbs prefimtaary results. 



NOTICE TO EXISTING BARCLAYS 
MORTGAGE CUSTOMERS 

Variable mortgage races for existing borrowers 
will change as follows: 


Barclays Mortgage Rate Barclays Home Mortgage Rate 

rCcniralh administered roon pipes j fflraacb b»cd mon Rages only i 

Interest charged monthly Inraat dorgni quarterly 


Old rate 


New rates 



7.74% 

EfTtri-uic from 1st January 1994 


7.74% 

Effective from 4ih January 1994 


DIVIDEND & INTEREST PAYMENTS 


APR 8.0% 


Telephone: 0800 400 121 


BARCLAYS 


Bautayi ftrek MC Ritpind ■■ LnnAm. Eaflvii 1H No- 1Q2616T. Reg OSur M LmiImwI Srrcci. Imxlnw fOl* iAH 

knfavi Kill PBl u ■ i w wkr of dir BnJtei); Oabtdtaan SdwalUK br miki oohL 



Bowthorpe 1.88p 
. British Dredging 2.6p 
Chase Manhattan Fhn. Rate Stx. Nts. *09 
$132.71 

• Coles Myor AS0.085 

- Denmark 3&% InL Debt DKKL50 
0KB Asia ntgrTxd. Gtd. Nts. Dec.'OI $2087.0 
' Bopoitfinans 7%% Nts. <96 $393.75 
' FR Grp. 2L46p 
Hambroa 4.5p 
Do. N/Vtg. 2.1 p 
. Harrisons & Crosfidd 3.6p 
Hongkong & Shanghai Bk. Prim. Cap. Und. 
FRN $63.19 

• Kitty LifflaOSp 

' Ktetawort Dev. Fd. 7.75p 
' Kubota FRN 1997 Y75201.0 
, Lloyds Bk. Prim. Cap. Und. FRN $19552 
. NFC Var. Vtg. 1.6p 
Ragby Gtd. FRN Dee. I 97 $13862.64 
Reed Publishing 9% Gtd. Bd. "94 $900.0 
. Royal Ins. 7T4% Cv. Sb. Bd. *07 El 81 -25 
■^Sapporo Brew. FRN *97 Y726736J) 

• Snitth & Neoheiv 1 89o 

Temple Court Mort A2 Multi-Class Mtg. Bckd. 
" FRN *31 £161.74 
. Time Wamar StL08 
Woolwich Bldg. Scty. FRN *94 £14959 

■ TOMORROW 

Bankamerica$035 . 

Conversion 914% '02 £4.75 
' Untiled Inc $0.09 

Marubeni bit Fin. 7.3% Bd. *94 Y730000D 
Da Stppd. Coupon Bd. *94 YB0000O0 
Presses hfldgs. 1.82p 

Tafcugfn Int Gtd. FBgfffctL Rate Nts. *02 . 

$2065.10 

Tenneco $0.40 

■ WHJNESOAY DCCEMBOt 15 


AECI 65% Cm. Pf. R0U55 

Abbey NatLTreas 10%% Bd. *98 £531.25 

Do. 11% Bd. ‘99 eiiao 

Atoert Fisher 5%% Gtd Rd Cv. Pf. *04 

E937 sp 

AIBed Leisure 2p 

Am. Bank* Res. $0.04 

.Atlantic Richfield $1,375 

Bear Steams FRN SepL'94 S85.31 

Blenheim 6.4% Cv. Pf. 2£98356p 

Bradford & Bingtey Bldg. Scty. FRN *95 

£151.54 

British Gas 6.4p 

Brunswick $0.11 

CRTE15P- 

CSXS0.44 

Cadbury Schweppes 9% Cv. Bd 2000 $400.0 
Caisse NatL des Auto. 16% Gtd. Ln. ‘06 
£400.0 

Can. & Foreign Secs. C$320 
Country Casuals i.4ip 
Dana $0.40. 

Dover Cotpn $023 
FPL $0.62 

Finsbury Growth TsL 2p 
Gerrettf A National 6p 
Gracechurch Personal Ln Fh. Class A FRN 
■98 £70632 ' 

Da Mezzanine FW1 ‘98 E784J0 
Halifax Bidg. Scty. 8% Nts. *93 EcuSCO 
Hewdsn Stuart QSp 
Investors Cap. 5%% Cm. Pf. E1^3TO 
Kapma Y&50 

Louisiana Land & Expin. $0^5 
Mdand Bk Non-Cun Dclar A1 $030175 
Do. A2 $0075438 

Da Und FBg. Rate Prim. Cap. Nts. $186.18 
Murray Sp« Cap. TsL 2£5p 
Do. Units 205p ' 

Pacer Systems 

Pamflck ness InL Ftna. 7% Cv. Sb. Bd *96 
$3SU 

-Perai2o09Ot75' ■ ; ' J ' 

Royal Bk of Can. Fftg. Rate Bd ■as $8531 


Royal Bk of Scot. Fltg. Rata Prim. Cap. Nts. 
$19062 

SL Lawrence Red. 4% SOg 1st Mtg. Bd. £1.00 

Sapporo Brew. FRN ’99 Y1 8364.0 

TRW $0.47 

Tanjoug MS0.03 

Thomson $0,113 

3i InL 7%% Gtd Nts. -93 Ecu78.75 
Trinova $ai 7 

Wagon IndL Cv. Ptg. Pf. 3.625p 

Wells Fargo Fltg. Rate Sb. Nts. '94 $132.71 

■ THURSDAY DECEMBER IS 
Amber Day 0.25p 

Assoc. Brit Ports 10%% Bd. '15 £108750 

Chamberlin S H9 2p 

Essex Water A 39.1 p 

Do. NAhg. B 39. Ip 

FlnsbwyTst lip 

Da A N/Vtg. 12p 

Hemlo Gdd kfines CSO20 

Investors Capital Tst l.3p 

Johnston Grp. Ip 

Keystone tnv. 10.5p 

Leeds Permanent Odg. Scty. FRN V 8 £152.71 
Lloyds Bk Ser.C Var. Rate Sb. Nts. *98 £163.92 
Pfoer $0.42 
Pilot Inv. Tst 0.5p 
Prowbng 1.7p 

Santander Fat Sb. Und Var. Rate Nts. 
S248&28 

Scotland InL Fin. 14K% Gtd Fxdfttg. Rate 
Nts. “96 S26.69 
Smart (J)62p 

Sotheby's Mtdgs. Ctass A LlmA/tg. $0.06 
Southeast Bank. Fltg. Rate Sb. Nts. “96 
$26688 

Stale Bk. of NSW 7% Nts. *93 Y700000a0 
Suffolk Water 235p 

■ FRIDAY DECEMBER 17 
Anglo American Gold R625 


Bank of Scotland 1 87p 
Bracken Mines R0.30 
Chester Waterworks £0.85 
Do. Irrd. Pf. £0.85 
East Rand Gold Ffo.45 
Fleming Japanese inv. TsL 0.45p 
Free State Cons. Gold B1.90 
Hankyu Corp FRN S6 Y75912.0 
Hunting 4p 

Johnson 8 Firth 11% Un. Ln. 93/93 £3.224658 

Kinross Mines R1.80 

Land Searities &6p 

Leslie Gold Mines R0.35 

Mercury Asset Mngmt 4p 

Mdyneux Ests. Ip 

Nat Worst Bank 11%% Und. Sb. Nts. £115.00 
Norex 2p 

Overseas Inv. TsL 2-3p 

Senior Eng. 9%% Un. Ln. 94r99 £4.6875 

State Darby MS0.16S 

Unisel GoU Mines R0.1S 

Warburg (SG) 6p 

Welsh Indl. Inv. TsL 4p 

Wensum 0.62 5p 

Wetherspoon (JD) 3.6p 

Winkalhaak Mines R1.30 

Young & Co’s Brewery A 72Sp 

Da NAflg. 7^5p 

■ SATURDAY DECEMBER 18 

Gen. Motors Acceptance Can. 9%% Nts. 

Dec. *93 CS95.0 

Gold Int Fta. Tranche A Fxd/Rtg. Rare Sec. 
Nts.'-Q2 Y41 25000.0 


MORTGAGES 
NOTICE OF INTEREST 
RATE VARIATION 

The following interest rates will apply from 
13 December 1993 for loans not yet drawn and 
from the first payment date on or after 
5 January 1994 for existing borrowers. 

Home Loan Rate 
7.64% per annum. 

Stabilised Charging Rate 
7.94% per annum. 

This notice does not apply to loans from 
Centrebank, a Divisicni of Bank of Scotland. 

ggoBAMK OF SCOTLAND 

A FRIEND FOR LIFE 

Head Office: The Mound, Edinburgh EH1 1YZ. 


LEGAL NOTICES 

OFFICIAL NOTICE 

Please be advised that the two LME - ALCAN Brand Aluminium Sows 
warrants, stored in warehouse Toledo MeteteTermlnste Inc, with the 
following details: 

warrant No. 1 0333 - 38 SOWS - 25^52 Kgs. 

Warrant Na 11141 - 35 SOWS - 24,590 Kgs. 

previously having been reported as having been (oat, have been 

replaced and should now be considered nun end void 

C. SHAW LOVELL Afffl SONS Ltd., ■ 

PLANTATION HOUSE, 

31 IS FENCHURCH STREET. 

LONDON EC3M3DX 


ROXBURGH* BANK LIMITED 
(IN ADMINISTRATION) _ 
A Coon Meeting of the craftm Rort»oRt» 


hu ben amyruei by Onki of Ihe Owt to 
wBridwBBd. if ra-ria 

(Mini*, tif ArtflMtni between w 


g cmBm »ftdCTSottk» 42S of the Qompaai m 
AUBBA ccM«rtk Noun: <d t be Owrt 

N*teHM*.n»3 
U dK UBh Com «r JvteM 


Weber Insolvency - 

Capri No. 87&'8Voa27lli January 1994 
at 1200 am. the Law Court of Naples 
Sehs Complex called Weber Itmet. IIS. 

Maria Pfccofe Sl. Capri, in &o«U of 
Jodge Perpeua. The complex is on 5910 
Sq_m. of grounds and braidings, a 
consists of 53 rooms and ooe sofle of 60 
provided with afi accessories and 


MrtUgMrerBaAk? J 

NederefMeednq 
PI THE MATTER Qy 
tOXBUMBE SANK UMITCO 
rtaAilialrfOi ilinaj 


IN THE MATTBROF 

THE COMPANIES ACT 1«5 
NOTICE B HEREBY CTW5N*-. , fo* 
d.ud 7th DecnetM. 1MJ aada > the te oea 
Bunco, the Coen te dntqwl a Mate 


(u drfmed «• the Sehe-o of Atra nfan t^ 
knciatdrr mcaiiaaaf) fo r the Pah” ** of 
mOjcneg rod. 4 M i6«. 
wdwfl tnw tf T W t rel ) a Sctonc ot AOteB»g 
oramid to be aade hetwe** the ihove ronaa 
ObSchc Bank Ij**ted <ia atknieb gaUOPl 

SS3S&53Z3S5 

... «OL on 18th January^IW eeno eecieg rt 

II ra, M plur ol ■« 

4* Credtnss of thr Canqaay «e tmocsttd » «ttetw 


already - imgbt also be 

realised. All is better described aod 
spcdBcd to the tecteical oonsnfcaacy 
report deposited at the Chancery. 
Op ening price LiL 21 ^SOOflOOJXO 
Deposit 65%. Information Ckascery or 
Official Receiver lawyer 
Massimo Di Lsnro. 

Tcfcpboao Numbers 0817456420-295520 
Fax 08 1/440865 


Ciretocp o< tht Conyaiy 

turatabce pcraaaai l« aceuoa 4,6 of me 
CeeapaauaAct 19S5.are caatauted Je the 
docemew of vhkti dm Woth» hxna p aw aim 
wWch the nid Sctetne of Aanffmm* >« 

r- | — — ] 






«^ TennsandCo r^Tto 

bf writing «> 


py^fuction Director 
'I^ lC EinaiidalTSni es j 


ijjodoaSElJffiL 

Td:«nS73S23 Fac:0f71 *73 3064 



DECEMBER 13-14 
SMARTCARD EUROPE 

Tim Jones, Senior Executive, Nariooal 
Westminster Bank will discuss the new 
Monde* card la morrow at tbia leading 
conference. Special one day raie la 
available for £395 + VAT. 

Contact: Dipti Cha nh a n . 1BC Conference. 
SAS Portman Hotel 071 486 5844 to 
check avaflability. 

LONDON 


«4£NUARY 18-19 1994 

Practkai Documentary Credits 

Trade finance training for financial 
institutions and expo rt/lm port company 
personnel. Present at ions, practical 
exercises and discussion on Doc. credits. 
handling discrcprencies and the UCP 500 
procedures to darlfy undemanding or all 
issues. £480 +- V JLT. . 

Lywood David Imemaiional Lid. 

Trk 0959 565820 Fax: 0959 565821 

LONDON 


JANUARY & MA RCH 1994 
London School of Economics 
A aeries of evening seminars on 
Contemporary Britain, 10 sessions 
starting on 12 January 19*4 and 
Contemporary Europe, 12 sessions 
starting on 3 March 1994. Designed 
primarily for Journalists and Diplomats 
these sessions wiD be of interest to others 
who wish to improve their understanding 
of British and European politics, 
economics and society. 

Further details are available from: 

The London School of Economics, 

Short Courses Office, Hough uro Street, 

London WC2A2AE 

Teh 071-955 7227 Fax: 071-9557676 

LONDON 


JANUARY 10 1994 

The Economics of Middle East 


A fuO-day business conference about Che 
economic and b u sine s s implications of the 
Arab- Israel peace process organised by 
Middle East Economic Digest. Keynote 
speaker HRH Crown Prince Hsssan of 
the Hashemite Kingdom of Jordan. 

For reservations contact 
Hugh Comerftxd, MEED 
Tel: (0Y71 404 5513 esi8245 
Fax: (0)71 242 1450 

LONDON 

JANUARY 12 1994 
SFA Compliance & Rules 
A complete review of all SFA Roles 
i Deluding new regulations on Money 
Laundering and Insider Dealing with 
emphasis on practice. Essential for 
r oPniHanen Officer*, Bankets, Directors, 
Brokets. Lawyers, etc, 

GoDUd Investment Education pic, 

Tel: 061-833 9656 Fas: 061-834 8050 

LONDON 


JANUARY 12/13 1994 
Auditing the Dealing Room 

Training course designed specifically for 
internal auditors and bank inspectors 
charged with examining ibe on-going 
activities of their i tun ration's Treasury 
dealing operation - cash markets and 
derivative products. £480 + VAT. 
Lywood David Interna t i ona l Lid. 

Teh 0959 565820 ft* 0959 565821 

LONDON 


JANUARY 18 1994 
Profiting from Risk 

A one day conference tackling the 
principles and practises of financial risk. 
Topics cover Urn dynamics of exposure 
management from existing bad debt, 
through traders and iralning,-io the 
competitive advantage of belter risk 
management and the logistics 6f an IT 

mlnllniL 

The Brewery 

SIT Qwferenca DivMoo: 0n-4l7.74MC*»7 

LONDON 


JANUARY 24-251994 
Basics of Financial Planning 
Reviews the Basics of Fi n a nci a l Planning 
for advisers and brokers. Also useful for 
those seeking a revision or cramming 
course for the CU professional exams. 
Contact Investment Education pic. 

Teh 061-833 9656 Fax:1161-834 8050 

LONDON 


JANUARY 24-25 1994 
Technical Analysis - A 
Practical Approach for Traders 

An extensive seminar with workshops 
covering (he most important elements of 
these essential techniques. Course 
material applicable lo all major financial 

Bubtt, 

Contact Too? Webb, AWCT 
Tel: 0923 825663 

LONDON 

JANUARY 24-26 1994 
Business Process 
Re-engineering Seminars 

Continuing aeries of monthly seminars for 
executives and managers charged with 
designing and implementing BPR 
initiatives. Presented by a leading US 
pract i t i oner, we offer a practical how-to- 
do -It 1 perspective In an intensive 
residential setting. 

Contact: Richard Pains, Vertical Systems 
Intercede Ltd. TeL +44455-250266 
Fit +44-! 55-890621 

MIDLANDS 


JANUARY 24-27 1994 
Adaptive Computing and 
Information Processing 
Neural Net w or ks : Probabilistic Reasoning 
and Bayesian Belief Networks; Genetic 
Algorithms sad Simulated Annealing: 
These techniques are now successfully 
introduced in financial, commercial and 
medical applications. Leading specialists 
from UK. USA and Europe compare and 
contrast (he methodologies; case studies 
describe real life applications, 
f fr flpq v Unicom, 

Tel: 0895 2S64S4 Fa* 0895 813095 

LONDON 

JANUARY 25 1994 

Expanding Shareholder Value - 
The Vital Role of Investor 
Relations 

Expanding shareholder value should be 
the governing abjective for any company's 
businesa strategy . 

At this one day conference, expert 
speakers wdl share the latest thinking and 
re search and explore impbeahons for both 
corporate and investment management. 
Contact: Xo Maiaee. The Strategic 
Planning Society 

Tel: 071 636 7737 Pa* 072 323 1692 


JANUARY 25-26 1994 
Corporate Finance Overview 

A detailed overview of Corporate Finance 
activities and practice. Useful for lawyers, 
accountants, auditors, IT and haman 
resource executives or trainees. 

Contact Investment Education pic. 

Tel: 061-833 9656 Fax: 061-834 8050 
LONDON 

JANUARY 26 1994 
"Profiting from the £fi billion 
cable and telecommunications 
opportunity* 

A one day conference for suppliers, 
consultants, analysts and eperaton In ibe 
cable and telecommunications industry 
that will provide a broad, in-depth survey 
of the opportunities presented try this new 
and growing industry. 

Sponsored by Who's Who in Cable 4 
Satellite and organised by Telecom 
Trends IrtenuuooaL the conference, now 
in its 4th year, is officially supported by 
the Cable TV Association. Cost per 
delegate £335 + VAT: 2nd delegates £285 
+ VAT. For further information please 
contact Sarah Thwaires ret 071 7346143 
LONDON 

JANUARY 26-28 1994 
Fund Managment Overview 

A detailed overview of all that Fuad 
Management involves. Useful for non 
specialists working with Fund Managers, 
eg. broket*, support -rod administration 
start, trustees, lawyers, accountants, IT 
and human resource executives and 
trainees. 

Contact investment Education pic. 

Tel: 061-833 9656 Fax: 061-834 8050 

LONDON 

JANUARY 28 1994 
Managing New Product 
Development for Business 
Turnaround 

A conference organised by the Design 
Museum at the Lorxkn Business School. 
This ooe-day conference will focus on ibe 
role or design and new prodnet 
development within organisational 
strategy. Aimed at senior managers in 
snail and medium enterprises. 

Pbotte The Design Museum tin 
071 403 6933 (or fort her details. 

LONDON 

JANUARY 3xT- 
FEBRUARY 1 1994 
Expatriate Tax Training for HR 
Professionals 

Managing Expatriates? Improve your 
efficiency and cost-effectiveness. Training 
by Ernst & Young, advisers to the worfrfs 
largest raufti-iiaifotial employers. Limited 
availability. 

Contact: Sue Griffiths. Erast & Young 
Teh 071 931 2618 

ST ALBANS 

JANUARY 31 -FEBRUARY 2 
The London Virtual Reality 
Expo 1994 

Mecklermedia's fourth international 
virtual reality exhibition arid conference - 
focusing on the practical applications of 
virtual reality within commercial, cultural 
and research communities. 

Venue; Novotel, London. Hammersmilh. 
Contact: Stella Fihacr w Pamela Burton 
Tef: 07 1 976 0405 Fax: OH 976 0S06 
Mecklermedia, Artillery House, 

ArtiUcrv Row. Loudon SWIP IRT 

LONDON 


FEBRUARY 3 & 4 1994 
Realities of the Evolving 
American Medical Products 
Markets 

The conference is intended for senior 
executives in Eurtmean medical products 
companies who wish 19 increase 
knowledge of U.S. health care reform 
whDe considering tire likely impact of the 
reforms oT their company's business 
strategies. It wQl develop an overview of 
the current state of legislative activity in 
ibe U.S. as wed as discuss the prcbable 
implications of health care reform for the 
pharmaceutical, diagnostic and device 
mmifacmycr* 

Contact: The Wilkenoo Group. Lid 
Tel: 071 872 5599 Fax: 071 753 2764 

LONDON 

FEBRUARY 7 1994 
Resource Management in the 
Public Sector 

This conference will provide a practical 
forum to review the opportunities for 
selling services 10 the public sector and 
examine bow a successful and enduring 
partnership can be built between the 
public and private scoots to foe advantage 
of both. 

Enquiries: Financial Times 
Tel: 0171 8149770 
Fax: 071 873397^3969 

LONDON 

FEBRUARY 7 1994 
Update on Local Government 
Finance 

A complete review including recent 
changes in the current situation and 
structure of Local Government Finance. 
Essential for Local Government finance 
executives. Bankers, Money Brokers. 
Housing Associations and Building 
Societies. 

Contact Investment Education pic. 

Tel: 061-833 9656 Fax: 061-834 8850 

LONDON 

FEBRUARY 7-8 1994 
Advanced Financial Planning 
A derailed course for brokers and 
Financial Advisers wishing to exread their 
knowledge of foe principles. Also useful 
for those seeking a revision for foe Cl! 
professional eimn 
Contact Investment Education pic. 

TeL 061-833 9656 Fax:061-834 8050 

LONDON 

FEBRUARY B 1994 “ 

improving the value of LT. 
investments 

This conference presents practical 
solutions to the problems of evaluating (be 
impact of LT. on business performance. 
Senior executives, along with leading 
academics & consultants present workable 
methods for measuring the business 
beuefib of l.T. 

Contact: Business intelligence 

Tel: 081-544 1830 Fax: 081-544 9030 

LONDON 

FEBRUARY 14 1994 
Review of Local Government 
Borrowing and Investment 

Provide* a comprehensive review of Local 
Government borrowing and investment 
Including legislation, C1PFA Treasury 
Managment requirements etc- includes 
cases and strategy. Essential for Local 
Government Treasurers, Bankers etc 
Contact Invcsttncm Education pic. 

Tel: 061-833 9656 Fax: U6I-834 S050 


FEBRUARY 14 1994 
The Foreign Exchange Market: 
Who's In Control? 

The conference will focu* on the 
repercussions of the turmoil seen in the 
foreign exchange markets over the last 
eighteen months: the pressure for tighter 
supervision; the impact on foe future of 
the ERM and the role played by 
derivatives in the crises. 

Conan: Alison Elgar. Dow Jones Tolerate 
Tel: 071 833 9532 Fax: 071 832 9532 

LONDON 


FEBRUARY 15 1994 
Foreign Exchange 

Provides an excellent and comprehensive 
understanding as lo bow foreign exchange 
markets work, the use and calculations 
involved, etc. 

Conitvi lovesonent Education pic. 

Tel: 061-833 9656 Fax: 061-834 8050 

LONDON 


FEBRUARY 16 1994 
Corporate Actions 

A derailed review of Corporate Actions 
including Rights. Scrips, conversions, 
interest and dividend payments, etc. 
Essential for all those working with 
securities and Investments. 

Contact Investment Education pfo. 

TeL' 061-833 9656 Fax: 061-S34 S050 
LONDON 


FEBRUARY 21 1994 
London Motor Conference 

The 19W conference wdf dtsenss issues of 
concern for European motor 
manufacturers and component suppliers, 
review developments in motor retailing 
and consider bow the industry is coping 
with the recession. 

Enquiries: Financial Times 
Teh 07} St 4 9770 
Fax: 071 873 3975/3969 

LONDON 


FEBRUARY 24 1994 
BS & Competitor Intelligence: 
Developing Competitor and 
Business Intelligence Systems 
for Managers 

Conference explores how EiS and related 
systems can improve the quality, scope 
and relevance Of external information 
provided lo managers. It discusses the 
intersecting roles of the various 
contributors and stakeholders in this 
process. 

Contact: Business Intelligence 
Tel- 081-544 1830 Fax: 081-5449020 

LONDON 


MARCH 2 1994 
Emerging Markets 1994 

A one-day international conference. 
Savoy HmcL London. An assessment of 
the global market with leading 
international specialists from Ibe US. 
London. Hong Kong & Singapore, 
evaluating treads and potential across nil 
emerging markets. For portfolio managers 
and investment advisers. 

For detaib Fax: 071-638 3365 
lmpcmor Financial Conferences 

LONDON 


MARCH 7, 8.91994 
Devising a Regional Transport 
Strategy 

A conference looking at a South East 
Transport Strategy in a national context. 
Promoted by SERPLAN. speakca tod Rl 
H on John MacGregor OBE MP. David 
Curry MP- Issues tod land use. Investment 
criteria, private finance, road charging, 
congestion, demand management, 
regulatory control, DRIVE, green Issues & 
London's transport needs. Contact 
lain Dale. The Waicrtronl Partnership 
Tel: 071 7300430 Fax: 071 7300460 

LONDON 

MARCH 10-11 1994 
Winning People 

Queen Elizabeth II Conference Centre, 
London 

Based on a new research study from the 
London Human Resource Group, this two- 
day pan-European conference will 
highlight the actions that personnel 
directors need lo utke to response lo the 
new business challenges faring European 
banking, (roman ce, acco unt a nc y, law and 
software firms. 

Oxuact: Anna Rajan/Peany van Enpen 
CREATE 

TeL0892S26757 Rue 0892 542988 
LONDON 

MARCH 15-17 1994 
Electronic Books 

International '94 
A Mecklermedia conference and 
exhibition focusing on developments in 
foe world of electronic books. 

Venue; Novotel, London Hamtne ttan i th . 
Contact: Stella Hlmer or Pamela Barton 
TcL'071 9760405 Fax: 071 976 0506 
Mecklermedia, Artillery House. 

Anifiery Row. London SWIP IRT 

LONDON 


INTERNATIONAL 


FEBRUARY 20 & 21 1994 
Commercial Aviation in the 
Asia-Pacific Region 

Timed to coincide with Asian Aerospace 
ri4, the conference will consider the rapid 
growth of commercial aviation in the 
Asian -Pacific region and the impact of 
this expansion on airlines, airports and 
then infrastructure. 

Enquiries: Financial Times 
Tel: 071 8149770 
Fun 07)87339750969 

SINGAPORE 

FEBRUARY 28 & 

MARCH 1 1994 
Asia Padflc 

Telecommunications - A 
Magnet for Foreign Investment 

An international panel of experts will 
discuss Ihe important investment 
opportunities for telecommunication 
companies is foe Asia-Pacific region. 
Enquiries-. Financial Times 
Tct: 071 8149770 ftr 071 8733975/3969 
BONG KONG 

MARCH 1 1994 
Eurobudget *94 Conference 
European Union 1994 Budget 

Btsincas Opportunities (70 BiQfoo &u) 
Top EC officials will explain EC 94 
badge L lines and how they will benefit 
specific business sectors. Aimed at 
organstaiions from EU and EFTA 
countries wanting their share or EC 
funding. Chairman: John Tomlinson, 
MEP. Budget* Committee. 

Contact: SGD Socitti Generate de 
Dev cioppemeni $A_ Brussels. 

Tel: +32 2 5 12 46 36 Fax: +32 2 512 4ft 53 
BRUSSELS 


TO ADVERTISE IN THIS SECTION PLEASE CALL JANET KELLOCK ON 071-407 5755 
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Modernising a 
monopoly 

Cedric Brown tells Lucy Kellaway that 
British Gas is his job and his hobby horse 


J oanna Lumley, the leggy actress 
in British Gas commercials, loves 
being in control. So does C-edrlc 
Brown, the company's chief execu- 
tive. Yet control is just what he 
lacks: the company's future rests 
squarely in Michael Heseltine’s hands. 
Any day now the trade secretary will 
decide whether British Gas should con- 
tinue to exist in its monolithic form, 
and whether it deserves its monopoly of 
the domestic gas market 
Brown is getting impatient; he wants 
a quick decision so that he can get back 
to running the company in earnest The 
verdict is certain to force British Gas to 
become more competitive; Brown will 
be faced with the monumental task or 
turning a defensive gas monopoly into a 
modern, international energy 
group. 

He might seem an odd person for the 
job. Brown, who joined the company at 
16, is steeped, in the old utility culture 
and has little experience of the outside 
world. British Gas has been bis life, and 
he makes no attempt to pretend other- 
wise. “I'm not one for chit chat at cock- 
tail parties. But if I can get the conver- 
sation on to a subject like British Gas, 
then Tm OK. it's rather a hobby horse 
of min e." 

The hundreds of people with whom 
he must have discussed gas at parties 
over the years will have found him 
straightforward, modest and a good lis- 
tener. But this pleasant blueseyed man 
is not the sort of person one would 
expect to find leading the sixth largest 
company in Britain, as it faces its big- 
gest challenge yet. 

So how did he get to the top? Some 
argue Brown was the best of an indiffer- 
ent bunch. Sir Denis Rooke, the abra- 
sive chairman during the 1970s and 
1980s, did not encourage creativity and 
initiative among his underlings. “Rooke 
was an admiral who wouldn't have any 
captains. When he went there were 
only sublieutenants left to run the 
ship," says one well known energy con- 
sultant 



Personae 


Brown's own account of his rise is so 
modest that if be believes it himself he 
must occasionally wonder what he is 
doing in the executive suite at the top 
of RivermiH House, “It was a mixture of 
things . . partly luck, being in the right 
place at the right time." He admits to 
drive and to bard work: he leaves his 
Buckinghamshire home at 7 am each 
morning and four nights a week does 
not get back until after n pm. 

He says his rise all started with the 
death of his disciplinarian teacher 
father when he was 16. “If my father 
had been alive he might have said I 
ought to take a degree." 

Instead, the young Cedric joined Brit- 
ish Gas as a trainee engineer and has 
never looked back. “I've bad a fantastic 
time, and I've ended up doing a job like 
this.” 

Yet Brown's record so far challenges 
those who think he is not quite big 
enough for the job. He has done more in 
his 16 months as chief executive than 
Bob Evans, the outgoing chairman, did 
in his three years of combining both 
roles. On the eve of taking the job 
Brown took the unusual seep of refer 
ring British Gas to the MMC. in a final 
attempt to end the war of attrition with 
its regulator Ofgas. 

To the outside world this marked a 
strategic shift from the utility's old 
defensive way of responding to Ofgas’ 
increasingly frequent and damaging 
attacks. Was it a carefully stage-man- 
aged initiative by the new chief execu- 
tive? 

This would have been a golden oppor- 
tunity to blow his own trumpet; he 
missed it. “Tie timing was one of those 
coincidences.” he says bashfully. 

Brown denies that his public service 
background is hindering his efforts to 
“create a dynamic entrepreneurial 
style" at British Gas. He says he has 
got himself “mentally and attitudinally 
over a hurdle”. He now has to do the 
same for the company's other 70,000 
employees. “I want people to have the 
confidence to believe that they can 


■ PERSONAL FB-E 


Barm Portsmouth 1935 • 

Educated: Sheffield. Hothertwm and Derby Colleges of Technology - 
Academic qualifications: 100-yards swimming proficiency certificate 
Careen 

1953; joins East Midlands Gets Board as pupil gas distribution engineer 
1975: Director of Engineering, East Mkflands Gas 
198& Director of Morcarabe Bey project 
1992: Chief executive of British Gas. 


make things happen. Forget looking 
back." He is bringing in senior people 
from outside, and appears to be gently 
tackling the remaining dinosaurs 
within the company. "1 wouldn't call 
them dinosaurs," he says, as ever anx- 
ious not to offend. “It is just that some 
people in a company like ours may be 
concerned about change.” 

In everything he does, Brown is reso- 
lutely optimistic. Ask him about the 
good and the bad aspects of bis job and 
he will list the good things twice. “I 
never have nightmares,” he says. 

H e seems to enjoy things that 
would keep other chief execu- 
tives awake at night He even 
saw something good in telling the com- 
pany’s employees that 20,000 could lose 
their jobs. “When we made the 
announcement we found a tot of anger 
and concern in the regions. I can under- 
stand that. I decided I must get out and 
talk to them." So he spent a month on 
the road holding mass meetings. “The 
only thing to do was to tell it straight. 
The response from talking to people 
was absolutely fantastic. I enjoyed it." 

Despite his popular touch. Brown has 
not managed to get to the top without 
malting some enemies along the way. 
“The goody-two-shoes bit is a front." 
says one ex-British Gas manager who is 
now a senior executive in the oil indus- 
try. "He is extremely ruthless, and 
always acts in his own self interest I 
hardly ever knew him to contribute a 
new idea." 


Deutsche Bank: keeping 
a watching brief 


While many outsiders agree Brown is 
more of a doer than a thinker, they put 
such violent attacks on his personality 
down to professional jealousy. “With 
Brown, what you see is what you get" 
says one. 

If nothing else Cedric Brown is a 
stayer. He has been with the same com- 
pany all his adult life; he has been with 
the same woman even longer. “She is 
fantastically supportive," he says, “and 
she is very interested in British Gas." 
That is just as well. Joan Brown has no 
career of her own - she although has 
raised their four children - and has 
been keen to help him in his. It was 
she, says Brown, who urged him to take 
the job as manager of the Morcambe 
Bay gas project in the 1980s, an assign- 
ment that made his career. “If you don’t 
do it, someone else will," she had 
warned presciently. 

From January, Brown will be taking 
a smaller role in presenting British Gas 
to the outside world. Ultra-experienced 
Richard Giordano, ex-chairman of BOC, 
is to take over from lacklustre Bob 
Evans as chairman, giving British Gas 
a taste of the outside world. Does 
Brown resent it? Was it a job he wanted 
for hims elf? “British Gas has been too 
in-bred," he says. "We needed someone 
with a reputation outside. It is all part 
of British Gas maturing.” 

In any case, he reflects, if he were 
chairman it would mean finding 
another chief executive. "But I like 
being chief executive too much myself," 
he says. 


Looking out from 
MetaUgesellschaffs 
headquarters on Reuterweg 
In the centre of Frankfurt, 
chief executive Heins 
gchimmel busch has a cigar 
view of the steel-blue towers 
of the Deutsche Bank, writes 
David Waller. He has a habit 
of pointing up at Its 

skyscrapers and explaining 
to lunch-guests that up there 
somewhere his lords and 
masters are keeping an eye 
OH him. 

In fact, Schimmelbusch is 
being watched over by 
Deutsche Bank - a major 
shareholder in 

Metallgesellschaft, Germany’s 
20th biggest company - but 
oat literally. 

It was In the office of 
Ronaldo Schmitz, a 
management board director 
at toe bank and chairman of 
the Metallgesellschaft 
supervisory board, that 
Schimmelbusch. a ruddy-faced 
Aust rian nicknam ed “the 
Rasputin, of Reuterweg”, 
together with his financ e 
director and another senior 
director, met Schmitz at 8 am 
on December 3. Cap-in-band, 
Schimmeibusch, Germany's 
1991 Manager of the Year, 
asked for new lines of credit 
to cover a potential liquidity 
crisis arising from cash 
payouts linke d to futures 
contracts taken out in the US. 

Details of the talks leaked 
and on the following Monday 
MetaligeseHschaft's share price 
fell by 12 per 

centMetailgesdtochaft and 
Deutsche both insist that the 
liquidity problems are 
temporary and technical in 
nature - but it seems that 
contacts between Schmitz and 
Schimmelbusch are set to 
become more frequent in the 
weeks ahead as the bankers 
are kept abreast of 
developments. 

On the face of it, the two 
men have a great deal in 
common: they are both young 
by the standards of top 
German businessmen (Schmitz 
is 55, Schimmelbusch, 49) and 
both have an extremely 
international outlook, speaking 
fluent English with a north 
American twang. They are 
both outsiders in Frankfort: 
Schimmelbusch because he 
Is Austrian, Schmitz, less 
because he was bom in Brazil 
than because he joined the 
board of Deutsche Bank direct 


from industry. This was in 1990 
after 23 years with BASF. 

Temperamentally, however, 
they are worlds apart; though 
both are highly intelligent, 
S chmi tz is an ice-cold and 
calculating finance man who 
is head of the bank's corporate 
finance activities, whereas 
Schimmelbusch is an 
i m p ulsiv e and impassioned 
talker, direct to the point of 
being uncouth. 

Dreyfus’ bear 
turns bullish 

Howard Stein, who over the 
past quarter of a century has 
built Dreyfus into one of the 
US’s biggest mutual fund 
groups, is nothing if not 
consistent, writes Richard 
Waters. 

The perennially cautious 
Stein (below) made his first 
big impact by pioneering 
money-market funds during 
the 1970s, at a time of soaring 
inflation and interest rat es. 
Even today, during an equity 
and bond market boom, 

Dreyfus (and Stein) remain 
temperamentally wedded to 
more cautious money-market 
funds, though the firm has 
made belated efforts recently . 
to jump onto the equity 
market bandwagon. 

So it was with a dash of 
humour that the lugubrious . 
Stein unveiled last week’s plan 
to sell Dreyfus to Mellon Bank 
hi an all-stock deal valued at 
$L7bn. Stein, stall, patrician - 
figure renowned for his 
hands-on management of 
Dreyfus (he still manages some 
of its funds), says: “This 
67-year-old bear you have been 
writing about lately has finally 
found something to be up 
about” 

Not that he remained op for 
tong; he found time to remark 



on the “potential dangers - 
inherent in an exploding ' jft. 
mutual fond and financial 
services world*', and left if to 
Mellon Bank's Frank Cahouet 
to talk about the benefits. 

For Stein, who also • 
pioneered the development ~ 
of tax-free municipal bond _._ is 
funds in the US, the deal is 
a mixed culmination to a - 
remarkable cares'. Had it not . 
missed out on the mutual fund 
boom of the past two years, . 
Dreyfus (with assets under. . 

m an ag ement of fSObn) is 


such, a takeover. The changes 
will inevitably bring an end 

to the family -company style 

Eton has always adhered to. 

Zabriskie’s * 
point of 
departure 

The question of who is going 
to emerge at the head of Merck 
when the charismatic Roy 
Vagelos leaves the world's 
largest drugs group a year _ 
from now gets ever more 
intriguing, writes Richard 
Waters. Two potential 
front-runners have now left 

to run other US drug 
companies: president Richard 
Markham to Marion Morrell 
Dow and, last week, basal of 
manufa cturing JohnZabriskie 
to Upjohn. M, 

The shake-up following 
Zahriskie’s departure provides 
few clues. True, head of 
research Edward Scnlnick has 
aim been given ultimate 
responsibility for 

mamifHr i n i Ht gj apparently 
putting him in the strongest 
position- But two others have 
also seen their roles enhanced 
in an apparent attempt to keep 
the field wide open. 

Judy Lewsit, the .. 
widely-respected chief financial 
officer, has also been given 
responsibility for public affairs, 
while head of strategic 
planning Francis Spiegel will 
oversee Merck's Keico dxvlston- 
AIl part of a plan to give 0 


background, says Vagelos. 

And then thereto Martin 
Wygod, head, of Merck 

subskHaiy Medco, whose ' 

■ marketing skills and proven 
abifity to anticipate big 
changes in tte drugs market 
have drawn praise from 
Vagelos. Asked recently what 
Skills his successor would 
need, Vagelos repfied: “vision”. 
On toat test, Wygod wins . 
hands down. 


MANAGEMENT 


TIPS FROM THE TOP 


How to stay in touch 
with the real world 

Liam Strong, chief executive of Sears, describes his 
methods for sifting and exploiting information 


I nformation is the life-blood 
of any business, the oxygen 
that feeds all major decisions. 
As technology has increased 
the speed with which news is 
made available throughout the 
world, senior executives need to 
keep abreast of an ever wider 
range of subjects. The information 
demands of any job can be 
daunting, but it is a salutary fact 
that any information you require, 
no matter how elusive, is 
undoubtedly available If you know 
how to Hud it. 

I spend about 10 minutes 
skimming the daily papers but 
tend to read all the Sunday 
papers. The OK press generally 
has very good coverage of 
international events and I do not 
usually take international papers. 
The exception to this is the 
Sunday edition of The New York 
Times which I get occasionally 
because it has probably the best 
book review sertion of any 
newspaper. 

New York is still a city where 
reading the latest books before 
yonr friends is almost a 
competitive sport I flick through 
fashion magazines to keep up to 
date with trends and advertising. 

I make a special point of looking 
at magazines for younger readers 
because trends move much faster 
in this sector. 

So far as business reading is 
concerned, I am now faithful to 
a small number of publications. 
Fortune, because H has good, well 
written articles and is beautifully 
designed. The McKiusey 
Quarterly, because it is a good 
indicator of current trends. And 
the Harvard Business Review, 
whose abstracts I flick through 
with a view to sending copies of 
articles around the organisation. 

I try to maintain an 
international network of people 
who see my markets from a 
particular vantage point: 
international store designers, 
fashion journalists, retail experts 
from leading business schools, 
analysts in major market research 
and brokerage houses and a few 
venture capitalists on the West 


Suppliers are In a 
unique position to 
say how well middle 
. . management is ;. . 

. living up to the . .. 
promises made lit 
the corporate 
mission statement 



Coast and in East Asia. 

It Is wise to assume that all 
yonr competitors have access to 
the same data as you, so any 
competitive edge will be 
determined by how fast yon car. 
get the available facts and bow 
effectively you use them. 

There is a danger of 
assimilating too much 
undifferentiated information on 
too many different subjects. I try 
to ensure that our company has 
a working hypothesis on 
developments that are likely to 
have an impact on our markets. 

So our information gathering is 
therefore focused on revising and 
evolving our current view of the 
future. 

An operation as large as Sears 
is itself a huge repository- of 
information and I talk to people 
at all levels as often as possible. 
Also, the Sears management 
works hard to ensure everyone 
is exposed to raw data- Reports 
and figures that have been diluted 
by cool corporate language 
provide little of the flavoui of 
wfaat is really going on. 

We all sit in on research 
sessions, listen to interview tapes 
regularly and ensure that our 
buying teams are getting directly 
involved with the customer groups 


they are serving. 

Another extremely effective 
way of discovering how well your 
company is operating to to spend 
time with suppliers. They are in 
a unique position to say how well 
the middle management level in 
yonr organisation is living up 
to the promises made in the 
corporate mission statement 

Finally, I try to get oat of the 
office as often as possible. There 
is no substitute for direct 
experience. Few of us get out of 
the office into the real worid often 
enough. 

For relaxation, I am a steady- 
reader of fiction and usually get 
through a book a week. The range 
to fairly eclectic. I am not a radio 
fan, but I do listen to the Archers 
occasionally to upstage my wife 
who is a fanatical follower. I 
rarely watch television. 

i travel a great deal and 
aeroplanes, at least in Europe, 
are still a haven from the 
telephone and a great place to 
work and catch up on reading. 

At airports I usually boy a wide 
range of magazines including, 

I have to confess. Hello!. 

Next Monday: George Prince of 
the Synectics Corporation on 
running better meetings. 


T he difference between busi- 
ness cultures in the US and 
Mexico can be trying for 
both countries. They may 
have just signed a free trade agree- 
ment, but business practices in the 
two countries are strikingly differ- 
ent. and will probably remain so for 
some time to come. 

The culture clash, as weary US 
executives call it, has tripped up 
foreign companies thinking that 
business in Mexico will be much the 
same as that at home. Recently sev- 
eral foreign firms - including Com- 
mercial Union of the UK and Qual- 
ity Coils of the US - have packed 
their bags, after trying and felling 
to do business south of the border. 

The differences range from the 
apparently trivial - the time lunch 
is taken and for how long - to more 
serious issues such as the way 
workers should be treated to bring 
out the best in them. While 
Americans complain that Mexicans 
abhor deadlines, and defer taking 
decisions, Mexicans say that 
Americans are always in a hurry 
and are too impersonal. 

For those who get it right, the 
rewards can be great. Some US 
plants in Mexico are among the 
most productive in the world, such 
as Xerox's in Aguascalientes and 
Ford's in Hermosillo. Roberto 
Batres, head of Arthur D. Little in 
Mexico, says “the most powerful 
and basic force behind Nafta is the 
positive experience US companies 
have had with Mexican workers". 

The differences In business prac- 
tices partly derive from a lack of 
competition in Mexico. Until the 
late 1980s Mexico's economy had 
been closed to trade, and there was 
little incentive to be efficient Com- 
panies enjoyed huge market power, 
so the customer was never consid- 
ered important Government regula- 
tions were often burdensome, so 
rule-beading and good contacts in 
the bureaucracy were essential. 

While this is now changing, many 
US executives are frustrated at the 
slow pace of modernisation. John 
Atterbury, head of Southwestern 
Bell in Mexico, which has a minor- 
ity stake in Mexico’s monopoly tele- 
phone company, says he has repeat- 
edly tried to increase the number of 
operators working In directory ser- 
vices, without any success. 

“Obviously any time you come 
Into a country' and have an advisory 
role It is difficult The main prob- 
lem is the union rather than the 
management. The unions have 
problems communicating with their 
rank and file," he says. "Wie have to 
change the culture to be more cus- 
tomer-orientated." 

Simple administrative differences 
in Mexico compared with the US 
often surprise American companies, 
says Laurence Noclain of consul- 
tants Resource Valuation Limited. 
In Mexico, all bills, for example, 
have to be paid in person, since no 


As Nafta takes root, Damian Fraser looks at business 
relations between the US arid Mexico 

Culture clash on 
the Rio Grande 


IIS trade with Mexico 
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company relies on the postal ser- 
vice. This means that salespeople 
are also in charge of collecting 
receivables. It to essential that they 
be rewarded not just on total sales 
but according to their success in 
collecting bills, says RVL. 

Mark Ehrlich, a psychologist who 
prepares US executives for work in 
Mexico, says some difficulties arise 
from different cultural traditions. 
Mexicans, he says, are more 
inclined to accept the intrinsic 
worth of individuals without 
demanding specific performance or 
achievement; Americans tend to 
judge everyone as equal, and value 
them according to results. 

Mexicans in bis view rarely put 
abstract rules and principles over 
the needs of individuals. Americans 
believe strongly that no one to 
above the law, and avoid making 
exceptions. Mexicans tend to avoid 
confrontation for fear of offending 
people, whereas, in his view, 
Americans "state the facts, regard- 
less of the impact". 

This has important implications 
for businessmen. Frank Dlgregorio, 
the head of Xerox in Mexico, says 
he tries to make all his Mexican 
workers feel part of a community, 
or family. If the workers have to 


start at 6am, ha to there to greet 
them. He tries to have a meeting 
with the unions e v e ry two weeks, 
and a maximum every four -weeks. 
“Teamwork is ess ential * he says. 
"You need to communicate a pas- 
sion for quality." . 

Guillermo Grim, head of Canada's 
Northern Telecom in Mexico, says: 
“You can be cold and pers onal fo 
Europe anti the US and it wcjrks. In 
Mexico, the best way id do things to 
to be warm and friendly.” He warns 
Americans never to lose their tem- 
per, or embarrass Mexican col- - 
leagues in public. 

The elemen t that perhaps most , 
frustrates foreigners in Mexico ls~- 
time. When Mexicans say “right 
now” they often mean whenever 
they can. No one to surprised when 
meetings start late, or are inter- ' 
rupted by .long telephone calls. 
Again, some of the explanation may 
be economic: when Mexico's .econ- 
omy was dosed, a shortage ^ spare 
parts and raw materials meant - 

planning was difficult, and improvi- 
sation essentiaL 

Like much in Mexico, this ts now; 
chan g i n g, both, in the private 'and 
public sector. Whereas 15 years ago 
Luis Echeverria, then president 
took pride In arriving several hours 


tete for everything, President Carlos 
Satinas is almost always on time. 
The business-orientated north of 
Mexico Is much more focused on 
punctuality than the and in 
terms' of time-keeping . is almost 
indistinguishable from the US. 

With pay and educational gaps 
.between management and workers 
much wider in Mexico- than the US, 
Mexfcmcomjanies tend tobe more 
hterarohteal, and less resp onsibility 
to delegated. “There are fewer peo- 
ple taking decisions and more peo- 
ple supervising " says Barry Wilson, 
head of Cadbury . Schweppes in 
Mexico. . 

Batres says that foreign compa- 
nies should not infarip this kind of 
structure. In his view the lack of 
delegation in Mexican companies 
why productivity 
lags far behind theUS. Tie central- ' 
ised (tedsummaking stifles creativ- 
ity, and fa economically costly he 
“"78. ' j. . \ 

■US. companies have , learned 


Mexicans have mot realised.’ 
adds. “This fa the tremendous v 
m the Ifexkan workforce. It fa 
satew»y to a Jean manufecta 
Process. But the workers have t 
treated .right” 
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t Petersburg is the 
perfectly obmmwt 


— cal city in Europe T 
was overwhelmed by its beautv 
ou my first visit in last week's 
heavy snows. I had expected 
the huge scale of everything 
toe sense of autocratic gra* 
deur and the glorious use of 
colour, but I had not appreci- 
ated that St Petersburg is more 
than a city of wonderful indi- 
vidual buildings - it is itself a 
great architectural landscape. 

The other surprise for me 
vras nrt that the city reaches 
aesthete perfection as the apo- 
gee of the neoclassical style, 
but that it lg go romantic. 
Views in the city are on such a 
sa sca l c toat columns become ia» 
* and groves, with statues 
mid trophies that catch the eye 
in arcadian scenes. Of course 
the snow helped - and the 
silence at night, the lack of 
cars and the absence erf adver- 
tising. At night the city stDl 
has a romance that has been 
tailed in most west European 
cities. It is property lit so that 
parts are dark and there is no 
hideous overall sodium glow. 

A pe rmanent sense of pohti- 
cal potency lingers in St 
Petersburg hke no other city 
on earth. It is not a part of the 
great semi- Asiatic continent to 
which It is the Baltic gateway. 
Instead St Petersburg has a 
sense of European 18th and 
19th-century harmony that 
** gives it an extraordinarily 
enlightened and civilised Sice. 
Peter the Great founded the 
city in 1703 as an act of will to 
demonstrate that could 
be dragged out of the medieval 
darkness into the glow of the 
enlightenment He never saw 
the scale of the city that we see 
now. But it Is his dreams that- 
have flourished upon the 
wooden and stone piles that he ' 
drove relentlessly into the 
impossible marshes 

This strange and violent 
founder of the dly had his own 
son killed in the Fortress of St 
Peter and Paul; Tsar Paul I 
was later strangled in the mag. 
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Architecture/Colin Amery 


A monster that may min St Petersburg 



Landscape under threat: UK architects have designed a tower in the style of London’s Canary Wharf for a city unsullied by bankrupt building ideas from the west 


nificent Mikhailov Palace. 
Crowds were shot at outside 
the Winter Palace; and no one 
in St Petersburg can forget the 
long Nazi siege and the longer 
tyranny of communism. It is 
impossible for visitors not to 
sense the depth and misery of 
the past while rejoicing at 
the visual riches of the city 
today. 

There is also the sense of 
bafflement for foreigners who 
have endured die recent years 


of cold war to find a formerly 
communist country where the 
Tsarist past has been both 
respected and rebuilt The pal- 
aces of Tsars look as splendid 
today as they ever have - and 
the work continues with the 
rebuilding of Tsarkoye Selo 
and the accurate reinstatement 
of much of the work of that 
great Scottish architect, 
Charles Cameron, who was 
employed by Catherine the 
Great and her son. Evidence is 


everywhere of an incredibly 
high standard of craftsmanship 
and a continuity of architec- 
tural and decorative traditions. 

I was particularly honoured 
to visit the Russian Academy 
of Fine Arts Institute of Paint- 
ing, Sculpture and Architec- 
ture in Its huge, palatial prem- 
ises on the bank of 
Vasilyevsky Ostrov. designed 
in the mid-18th century by Val- 
lin de la Mothe, who was also 
its first professor of architec- 


ture. I have never felt such a 
sense of cultural continuity as 
I felt in the halls and corridors 
of this vulnerable palace. On 
its walls hang the diploma 
works of its artist students in 
unbroken ranks from the 1750s. 
Life drawings and p aintin gs 
process in uninterrupted lines 
on the walls of the great 
rooms. Although for more than 
two centuries the subject mat- 
ter and approach has hardly 
changed, it is possible to sense 


the precise dates when the 
work was executed by the very 
atmosphere that they exude. 
Like the steps of classical bal- 
let the rigorous rules of the 
fine arts can be interpreted, 
once learned, with originality. 

This tangible tradition 
extends to the teaching of 
architecture, and the display of 
great wooden models of some 
of the major buildings of St 
Petersburg is a unique and 
inspirational three-dimensional 


archive. The architectural stu- 
dents of today are well trained 
in the traditions but uncertain 
which direction to follow. 
Their cultural isolation has, 
until now. saved them from the 
barmier aspects of Modernism 
and the cruder efforts of west- 
ern commercialism. But terri- 
ble clouds lurk on the horizon. 

At a recent Prince of Wales's 
Business Leaders Forum in the 
city the full horror of one pro- 
posal for St Petersburg was 


unveiled. The proposal to build 
a giant and pointless tower 
block on the western part of 
Vasilyevsky Ostrov for offices, 
"food-courts and a business 
centre", has been promoted by 
the Corporation of The Twenti- 
eth Trust, a group that has 
grown out of a state construc- 
tion and contracting company 
and is now privatising 
itself! 

The most shaming aspect of 
the whole absurd and damag- 
ing proposal is that it is 
designed by a British firm of 
architects who should be hang- 
ing their heads in shame. Wil- 
son Mason and Partners may 
well have been chosen because 
they have representative 
offices in Russia - as they 
have in the Middle East and 
(God help us) In Prague. This 
scheme looks like a pathetic 
copy of Canary Wharf and I am 
sure that Mr Oleg Kharchenko, 
the deputy mayor and chief 
city architect, will refuse per 
mission for this monster to rise 
and be seen above the glories 
of the unsullied centre of St 
Petersburg. 

It would be a terrible error 
for St Petersburg to copy the 
ludicrous mistake of Canary 
Wharf and London's Dock- 
lands. Neither of these is an 
example of commercial or 
architectural intelligence. 

St Petersburg should 
advance slowly. An indepen- 
dent Anglo-Russian initiative 
has been launched by the 
architect Robert Adam and 
Professor Semion Mikhailov- 
sky at the Russian Academy to 
hold a conference and exhibi- 
tion at The Hermitage in Sep- 
tember next year. Why should 
yet another city be ruined by 
inept commercialism and the 
adoption of bankrupt architec- 
tural ideas from the west? St 
Petersburg deserves great 
thought and care before any- 
thing is done that will make It 
exactly like everywhere else. 
The Peter the Great Tower, as 
this proposed excrescence is 
called, is an insult to the city 
and must not be built 


T he 1930s were the golden 
age of Ameri can comedy, 
on both stage and screen. 
And numerous plays and 
films from that decade remain, not 
only Classic comedies but also clas- 
sic expressions of the American 
spirit You Can’t Take It With You, 
the most popular of the eig ht come- 
dies co-written by George S. Kauf- 
man and MOSS Halt, enmpg to ns 
from 1936. Inasmuch as it is about 
an eccentric family who carry on- 
being eccentric when they are 
entertaining -polite -gttests,-ii fc-an 
American counterpart of NoS Cow- 
ard's weft-known Hay Fever (1925). 
The differences between the two 
plays tell us much about America 

and En gland 

In both Hay Fever and You Can’t 
Take It With You, the eccentric fam- 
ily submits its guests to party 


Theatre/AIastalr Macaulay 


You Can’t Take It With You 


games with embarrassing results. 
But Coward's play, for all its bril- 
liance, is merely about bad social 
manners. The Kanfroan-Hart com- 
. edy goes far. further, for It is about 
the complexity of society itself. The 
Sycamore family may have its crazy 
_dde6r-faut-fr-fo-al60-a-paradigm of 
the great American melting-pot. 
Gradually it exposes the primness 
of the polite guests as a form of 
repression; whereas the sometimes 
offensive hosts become a model of 
' gener ous toleration. 

IT you, like me, are in love with 
the American dre am , the values 


that underpin this play will move 
you even as you laugh at its farcical 
absurdities. Certainly the Sycamore 
family is absurd. Mrs Sycamore 
(who began to write plays one day 
eight years ago when a typewriter 
was delivered to the house by mis- 
take) is 0ven to declaim lines from 
her scripts in mid-conversation - 
for example, "Kenneth, my virginity 
is a priceless thing to me!" She 
keeps nibbles in a skulL Mr Syca- 
more, a scientific experimenter, 
keeps causing explosions in the cel- 
lar. 

Their daughter, Essie, practises 


ballet in the living-room, and her 
husband. Ed, shoves anar- 
chist/Trotskyist slogans in his can- 
dy-deliveries because they amuse 
him. Grandpa has been avoiding 
paying income tax by claiming to be 
dead. Visitors include an alcoholic 
actress, a Russian ballet teacher 
and one of those White Russian 
aristocrats who are currently earn- 
ing their livings by serving in res- 
taurants. ("Who was that?" "The 
Grand Duchess Olga Katrina. She’s 
just fixing the dinner.") 

Amid all these crazies. Alice, the 
Sycamores' other daughter, is a 


jewel of graceful normality, (hi this 
context, she is as odd as the niece 
in The Monsters.) And the polite/ 
prim guests are her in-laws - who 
no sooner come to call than they 
find themselves carted off, with 
everyone else, to jail by the cops. 

At the King’s Head. Islington, the 
play is delectable - both funny and 
touching. Nothing about Martin 
Connor's staging is perfect; the 
members of the large cast are either 
miscast or limited or weak in Amer- 
ican accents; and, of course, the 
tiny stage is so cramped that the 
actors have to shift a table before 
they can line up to take curtain- 
calls at the end. But so what? The 
play is simply honey; and everyone 
performs it with such perfectly good 
intentions that audience and play- 
ers are caught up together in a con- 
spiracy of mirth and affection. 


ft 


F or Radio 3 listeners still an 
their way to work, with car 
radios or Walkmans, on 
weekday mornings after 9 
the "Composer of the Week" Is gen- 
erally a safe bet The accredited 
Greats can be sliced into specialised 
five-morning exhibits (Bacb at 
COtben, say, or Mozart's quintets, or 
Stravinsky’s choral pieces); other 
weeks can feature less familiar but 
digestible composers - Chausson, or 
Biber, or the lesser colleagues in 
Schumann’s circle, nothing toug her 
than Britten or Bartfik. All tiffs 
week, however. Radio 3 is treating 
innocent ears to a radical modern- 
ist the American Elliott Carter. 

Just a day younger than the late 
Olivier Messiaen, he turned 85 on 
Saturday (as Berlioz turned 190); 
but Carter is still formidably hale 
and genial, and laden with new 
commissions. Yet between the rev- 
erence accorded to him among seri- 
ous musicians, and the bare 


Broadcast music/David Murray 

An accessible Elliott Carter 


acquaintance with his name that 
most concert-goers have, the gap 
remains enormous. In the days 
when I still read The Times, Bern- 
ard Levin used regularly to invoke 
Carter’s name as the very emblem 
of rebarbative modem music. Lutos- 
lawski and Tippett, who are also old 
enough to have published a body of 
more easily “accessible" music 
before they located their most origi- 
nal veins, enjoy much broader 
acclaim. 

To any listener new to Carter, 
and with meagre experience of “pro- 
gressive" musical developments 
since about 1950, the works of his 
splendid late maturity may seem 
opaque thickets. There is a lot of 


intense polyphony, and a lot of 
drama, but without standard, recog- 
nisable guidelines; not knowing 
what you're meant to listen for, you 
may retreat baffled. It is like meet- 
ing Beethoven’s late quartets with- 
out knowing any Mozart or Haydn. 
But tiie series devised for Radio 3 
this week by Misha Donat (which 
really started last Thursday night, 
with Carter's 1969 Concerto for 
Orchestra) has a judicious, enticing 
virtue, and a further bonus. 

The special virtue is that it 
enlists early, “easier" Carter each 
day to set us up for the denser stuff 
- something that would be difficult 
and expensive within a live concert 
programme. The earlier pieces, all 


from the war years, share an Ameri- 
can breeziness (with notable inge- 
nuity, but no very striking individ- 
ual voice) with the out-of-doors 
terms of Copland and Piston - but 
also the rangy contrapuntal lines 
Carter developed whilst studying in 
Paris with Nadia Boulanger. 

From today to Wednesday, each 
programme culminates in one of the 
grand transitional works which 
take the ideal of free-r unning coun- 
terpoint far out the piano and cello- 
and-piano sonatas, and the towering 
First String Quartet of 1951. Those 
all trade upon just enough post-Ro- 
man tic rhetoric to give us reassur- 
ing signposts, but also attune us to 
constant platform-bopping between 


one passionate line and another, 
simultaneous but only loosely and 
fluidly - and yet most calculatedly 
- connected with it Though the 
intricate whole seems to teem far 
beyond what we can take in. it 
draws us into ever closer listening, 
with ever-increasing rewards. 

In Carter’s music, as he himself 
declares in these broadcasts (his 
crusty, sensible commentary is the 
special bonus here), the distinct 
voices “are free people; this is a 
world of free individuals joining 
together to do something - in their 
own way, and not all marching in 
gooses tep together, the way they do 
in older music." Deeply American, 
that; but the exercise Carter gives it 
is vitally exhilarating, demanding a 
new, athletic kind of musical atten- 
tion. As the pubescent hero of the 
American TV series Soap declared, 
after losing his virginity to his 
scboolmarm, "It's like discovering 
you’ve got a third arm!" 


Comedy/ Antony Thomcroft 

Newman and Baddiel 


O n Friday the comic duo. 
Newman and Baddiel, 
announced that they 
were splitting up. Unfor- 
tunately they still went ahead with 
the final show that evening. You 
can see why; it was the big one, 
Wembley Arena, where no comedi- 
ans had ever ventured before. A 
12,000 crowd, a £100,000 plus pay 
off.’ 

There was a definite air of excite- 
ment; this was a new experience. 
The stage was set in the round, a 
vast space on which egos could eas- 
ily be slain. But the crowd, mainly 
young girls currently bereft of a 
worthwhile fantasy pop star, was in 
a fever of excitement. Two and a 
half hours later, after the last expo- 
sure of Newman and Baddiel’s most 
famous sketch featuring two bicker- 
ing history professors, the audience 
faded away in silence. 

It was bitterly disappointing. 
There is no physical chemistry 
between the two 29 year olds (like 
many double acts they are not 
friends), and on the rare occasions 
when they shared the stage there 
was an “how many minutes more of 
this stuff” feel to the exchanges. In 
the main they do solo spots of 
mixed quality. 

Of course neither Newman nor 
Baddiel tell jokes - where have you 
been. They are staunch members of 
the "quirky observations of the 
passing scene" school of humour, 
with particular reference to private 
functions. David Baddiel is the lad- 
dish one, with jokes about football, 
or, rather Graham. Taylor, and the 
perils of disco dating. He revels in 
the scatological, majoring in por- 


nography. Compared to Ben Elton 
or Frank Skinner it is all quite 
refined but it managed to extract 
embarrassed shrieks. 

In contrast Robert Newman is 
almost sophisticated, throwing 
words like existential and concep- 
tual into anecdotes about the prob- 
lems of being a punk in a small 
village. He also has the best charac- 
ter, a languid pervert in a smoking 
jacket who positively boils over at 
the prospect of providing a bed for 
homeless lads over Christmas. 

Newman is also happy to be polit- 
ically incorrect, with a sketch on 
psychopaths released into the com- 
munity, and the tease that in his 
blanked out television utterances 
Gerry Adams is actually instructing 
the nation’s lip reading deaf to mix 
the Semtex. 

In this tired performance New- 
man and Baddiel were not good 
enough for their audience. It says 
much for educational progress that 
the most anticipated spot is built 
around bickering dons. The idea is 
that their discussion on the pagan 
origins of Christmas should be side- 
tracked into personal abuse at the 
level of the infants playground. 

Like much of Newman and Bad- 
diel. like Friday night itself, it was 
one sketch too far. The fact that 
they were being slowly revolved on 
the stage to give everyone a view 
took away some of the intensity, 
but even so the exchanges were as 
limp as yesterday’s lettuce. An 
audience of a hundred in a pub 
comedy club might have reckoned 
they had a fair evening. At Wem- 
bley Arena this particular comedy 
bubble burst. 


\\ INTERN ATIOJIALYl 

A 

K 

rs 

GI 

Jl 

DE 


BERLIN 


ipee The main event _ 
the first night on Sun 
iduction of Un balto 
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CONCERTS 

Ptulharmoare Tonight Christoph 
Eschenbach conducts Chamber 
Orchestra of Europe in works by 
Schnittke and Schoenberg, wfth 
violin soloist Gidon ttremer. 
Tomorrow, Wed, Thurs; Claudio 
Abbado conducts Berlin 
philharmonic Orchestra in 
Beethoven and Lutoslawski, with 
soloists Murray Perahia and Kolja 
Blacher. Frl: Trevor Phi nock directs 
the English Concert In Telemann, 
Handel and Coretff. Sat Heinz 
HoBiger conducts Chamber 
Orchestra of Europe. Sun, next Mon 
and Tubs: Nikolaus Harnoncourt 
conducts Mendelssohn and 
Schubert Dec 30, 31: Abbado 
conducts Wajpier (2548 8132) 
SchauspieRtaus Wed, Thurs: 
Bernhard Klee conducts Berlin 
Symphony Orchestra in works by 
Webern, Beethoven and Zemlinsky, 
wfth piano soloist Andreas Haefliger. 
Frfc Heinz Wallberg conducts Berlin 
Radio Orchestra in Wagner and 
Bruckner, with mezzo soloist 
Kathleen Kuhlmann. Dec 20, 21: 
Barenboim conducts Beethoven, 
Boulez and Rimsky-Korsakov (2090 
2156) 

THEATRE 

Tonight sees the premiere at the 
Berliner Ensemble of a new 
production of Sean O'Casey’s Juno 
and the Paycoek, directed by Fritz 
Marqusrdt (282 3160). Peter Sellars' 
EngKsh-tanguage version of 
Assehylus’ The Persians, first seen 
at this year's Salzburg and 
Edinburgh Festivals, runs from 
tomorrow till Sat at Hebbel-Theater 
(251 0144). A new production of 
Ibsen’s The Lad y from the Sea has 
just opened at VoHcsbQhne am 
Rosa-Luxemburg-Platz (282 3394), 


to be followed tomorrow by the 
first night of Andrea Broth's staging 
of Hedda Gabler at SchaubOhne 
(890023). Nell Simon’s The Sunshine 
Boys opens at Theater am 
KurfOrstendamm on Thurs (882 
3789). Tennessee Williams’ 

Suddenly Last Summer and 
ComeUle’s La CW have joined the 
Deutsches Theater repertory (2844 
1226). Ute Lemper is in residence 
at Bar jeder Vemunft till Sun (883 
1582) 


■ NEW YORK 

THEATRE 

• Angels in America: Tony 

Kushner's epic two-part drama can 
now be seen in its entirety, on 
consecutive evenings (Walter Kerr, 
219 West 48th St, 239 6200) - 

• The Kentucky Cycle: Robert 
Schenkkan's drama follows 200 
years in the life of a mining family 
in Appalachia, and is performed 

m two parts (Royale, 242 West 45th 
St, 239 8200) 

• Abe Lincoln In Illinois: Robert 
E Sherwood's play about Lincoln's 
life in the years running up to his 
presidency (Vivian Beaumont 
Lincoln Center, 239 6200) 

• Gray’s Anatomy, an 
autobiographical monologue by 
Spalding Gray, in which he goes 
on an adventure through traditional 
and alternative medicine, realising 
he must deal W lift his own mortality. 
HQ Jan 3 (Vivian Beaumont 150 
West 65th St 239 6200) 

• The Ash Fire: a comedy by 
Garin Kostick about a Polish family 
who mistakenly land in Ireland as 
.they try to stow away to America 
(American Jewish Theatre, 307 West 
26th St between Eighth and Ninth 


Avenues, 633 9797) 

• Later Life: A.R. Gurney's witty, 
perceptive play about a man and 
woman who meet after a 30-year 
separation (Westslde, 407 West 
43rd St 307 4100) 

• Heartbreak House: Shaw’s 
drama about people so saturated 
In pleasure that they have lost 
purpose (Bouwerie Lane Theatre, 
330 Bowery at Bond/Second 
Streets. 677 0060) 

• A Grand Night for Singing: a 
50th anniversary musical celebration 
of the collaboration of Rodgers and 
Hammerstein, with songs from 
Oklahoma, Carousel, The King and 
1, the Sound of Music and others. 

Till Jan 2 (Roundabout Criterion 
Center. 1530 Broadway at 45th St 
869 8400) 

• She Loves Me: the 1963 Bock, 
Hamick and Masteroff musical has 
all the humanity, integrity and charm 
that Broadway's mega-musicals 
Lacks (Brooks Atkinson, 256 West 
47th St 307 4100) 

OPERA/DANCE 

Metropolitan Opera Luciano 
Pavarotti stars in Verdi's I Lombardi 
tomorrow, Fri and next Tues (also 
Jan 7, 12, 15, 20). James Levine 
conducts a revival of Berfioz’s Les 
Troyens on Thurs, with a cast led 
by Fran$olse Poller, Maria Ewing 
and Gary Lakes (repeated Dec 20, 
23, 27, Jan 1, 4, 8, 13). Repertory 
also includes La boheme, Fidello 
and II barb fare dt Srriglfa (362 6000) 
State Theater New York City 
Beliefs Christmas production Is 
the Balanchine version of 
Nutcracker, daily except Mon till 
Jan 2, with an extra matinee 
performance on Sat and Sun. No 
performance Dec 24, 25, Jan 1 (870 
5570) 


Joyce Theater American Indian 
Dance Theatre has a two-week 
season starting tomorrow (242 0800) 

CONCERTS 

Carnegie Hall Tonight Kathleen 
Battle. Dec 24, 29: Jaime Laredo 
conducts New York String Orchestra 
(247 7800) 

Avery Fisher Hall Wed, Thurs. Fri, 
Sat Kurt Masur conducts New York 
Philharmonic in Brecht, Weill and 
Berg, with soprano Angelina Reaux. 
Sun afternoon: Leon Botsteln 
conducts live orchestral 
accompaniment for 1925 silent film 
of Der Rosenkavaller (875 5030) 
Alice Tufty Haft Wed: Tokyo 
Quartet, with pianist John Kimura 
Parker, plays works by Haydn, 
Bartok and Brahms (721 6500) 
JAZZ/CABARET 
Blue Note James Moody Quartet 
and J.J. Johnson Quintet are in 
residence this week (131 West 3rd 
St, near Sixth Ave, 475 8592) 
Algonquin Hotel Wesfia Whitfield, 
one of the most assured 
jazz-cabaret voices to arrive in New 
York in recent years. Daily except 
Sun and Mon till Jan 1 (59 West 
44th St, 340 6800) 

Carlyle Hotel Bobby Short is in 
Cafe Cariyle for the Christmas 
season, singing Gershwin, Berlin, 
Ellington and others (Madison Ave 
at 76th St, 744 1600) 

Rainbow & Store Leonard Bernstein 
Revue. Till Jan 1 (65th floor. GE 
building, 30 Rockefeller Plaza, 632 
5000) 


■ PARIS 

OPERA/DANCE 

Opera Bastille Mirella Freni sings 
the title role In a new production 
of Adriana Lecouvreur, opening next 


Mon. The conductor is Maurizio 
Benini and the producer Jean-Luc 
Boutte (repeated Dec 22, 27. 30, 

Jan 3, 6, 10, 13, 15). In repertory 
with Offenbach’s Les brigands (4473 
1300) 

Palais Gamier Ballet de I’Opera 
de Paris revives John Neumeier’s 
1974 production of The Nutcracker 
on Fri. thereafter daily except Sun 
and Christmas Day till Dec 31 (4742 
5371) 

CONCERTS 

Chfrtetet Tonight: Alicia de Larrocha 
piano recital (4028 2840) 

Th6§tre des Champs-Etys6es Wed: 
June Anderson song recital. Thurs: 
Elisabeth Leonskaya piano recital 
(4952 5050) 

Salle Pi eye! Wed, Thurs and Fri: 
Georg Solti conducts Orchestra 
de Paris and Chorus in Beethoven’s 
Missa Solemnis, with Julia Varady. 
Sirgitta Svanden. Vinson Cole and 
Peter Mikulas (4561 0630) 
JAZZ/CABARET 
American singer/pianist La Velle 
opens a two-week engagement 
tonight at Lionel Hampton Jazz 
Club, in harness with Gerard 
Badlni’s Swing Machine. Daily 
except Sun from 10.30pm to 2am 
(Hotel Meridien Paris Etoile, 81 
Boulevard Gouvion St Cyr. tel 4068 
3042) 

THEATRE 

Brecht's Nazi allegory The Rise and 
Fall of Arturo Lli, directed by Jerome 
Savary, has just opened at Theatre 
National de ChaiJJot, with Guy Bados 
in the title role (4505 1450). Ibsen's 
The Wild Duck has joined the 
repertory of the Comddie Franpaise 
(4015 001 5) 


ARTS GUIDE 
Monday: Berlin, New York and 
Paris. 

Tuesday: Austria, Belgium, 
Netherlands, Switzerland, Chi* 
cago. Washington. 
Wednesday: France, Ger* 
many. Scandinavia. 

Thursday: Italy, Spain, Athens, 
London, Prague. 

Friday: Exhibitions Guide. 

European Cable and 
Satellite Business TV 
(Central European Time) 
MONDAY TO FRIDAY 
Super Channel: European 
Business Today 2230; 
repealed 0630, 0715 
MONDAY 

Super Channel: FT Reports 
1230. 

TUESDAY 

Super Channel: West of 
Moscow 1230 

EuronemfS: FT Reports 0745, 
1315, 1545, 1845, 2345 
WEDNESDAY 

Super Channel: FT Reports 
1230 

THURSDAY 

Super Channel: West of 
Moscow 1230: FT Reports 
2130 

Euronews 0745. 1315. 1545, 

1845 

FRIDAY 

Super Channel: FT Reports 
1230 

Sky News: FT Reports 2030 

SATURDAY 

Sky News: 0330: 1330 

SUNDAY 

Super Channel: FT Reports 
2230 

Sky News FT Reports 1730; 
0430 
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Samuel Brittan 


The harmful myth of 
hidden state debt 


P eter Mead Is a 304-day 
smoker who thinks 
tobacco advertising 
should be banned. He 
knows it isn't entirely logical, 
but he feels some degree of 
reassurance every time he sees 
a cigarette advertisement “At 
the back of my mind ( have to 
believe the government 
wouldn't allow something 
that's going to kin me to be 
advertised." Mr Mead is chair- 
man of Abbott Mead Vickers, a 
top UK advertising agency 
which refuses tobacco com- 
pany business. 

Dominic Proctor, London 
chief executive of New York- 
based agency J Walter Thomp- 
son, which has among its ch- 
eats the tobacco company Gal- 
laher. the UK subsidiary of the 
US company American Brands, 
takes the rather less excep- 
tional line for an advertising 
man. “There should be freedom 
to advertise anything which it 
is legal to market,” he says. 

In Brussels today the argu- 
ments which currently divide 
the advertising industry will 
be reflected in a debate 
between European Union 
health ministers. Under discus- 
sion is a European Commission 
draft directive that would ban 
all tobacco advertising, apart 
from point-of-sale material, 
across the BU. 

The Commission's action has 
been prompted by research 
showing tobacco products 
cause 430,000 deaths a year in 
EU countries. Among the mid- 
dle-aged population, tobacco 
products arc responsible for at 
least a quarter of all deaths. 

The Commission also says 
prohibiting advertising will 
overcome the problem of differ- 
ing rules across member states 
preventing the free flow of. far 

instance ma gazines con taining 
cigarette advertisments. 

In response, the tobacco and 
advertising industries point 
out that the keenest advocates 
of the plan - France. Italy. Por- 
tugal and Spain - either have 
state-run tobacco companies or 
allow other companies to oper- 
ate a monopoly. It would be 
harder [or others to compete 
against the dominant players 
in these countries if they were 
not allowed to promote their 
products. 

They also warn that a ban 
could set a worrying precedent: 
today Brussels wants to outlaw 
tobacco advertising, tomorrow 
it could be fast cars, children's 
toys, pharmaceuticals or Black 
Forest gateaux. 

For the moment, at least, it 
is likely that the Commission 
will be unable to persuade EU 
states to support its directive, 
as it has been since the direc- 
tive was first put on the table 


sdnsti According to 

7^* an ancient sage 

I, there are three 

II ^ kinds of human 
ills: those 

| inflicted by 

.XjL providence, 
those inflicted 
by our fellow 
men and 
women, and those we inflict on 
ourselves. The scare campaign 
to increase the size of esti- 
mated government debt by 
adding in unfunded public sec- 
tor pension liabilities belongs 
to this last category. 

The origins of the campaign 
are an innocent enough 
attempt to study the increasing 
burden that state pensions will 
be putting on ageing communi- 
ties In the years ahead. The 
burden arises from the combi- 
nation of falling birth rates 
and increasing longevity. The 
EU dependency ratio - those 
aged over 65 as a proportion of 
those aged 15 to 64 - is expec- 
ted to rise from 22 per cent in 
1980 to 40 per cent in 2010. 

The error bas been to project 
government pension commit- 
ments for the years ahead, and 
(to the extent that they cannot 
be met from existing taxation) 
to add their present value to 
the outstanding government 
debts as normally measured. 
The effect of adding in these 
unfunded liabilities goes well 
beyond accounting niceties. 
The result is to double the 
ratio of debt to GDP on which 
so many governments focus, to 
make most countries seem 
even further removed from the 
Maastricht guidelines than 
they are at present; and above 
all - by persuading public 
opinion that government 
finances are even worse than 
they are - to encourage hair- 
shirt fiscal policies, involving 
an increase in taxes at a time 
of uncertain recovery from 
long-running depression. 

Some economists are wont to 
replace crude government bor- 
rowing targets with aims such 
as maintaining the net value of 
public sector assets. But if gov- 
ernment balance sheets are 
recalculated to include the sup- 
posed hidden pension debt, 
then existing public sector bal- 
ance sheets will look much 
worse and appear to be deter- 


TnW gowar nm ent debt 1990 (% of QPP) 

Conventional Unfunded Tax cUm Tax dam ■Tree' 
debt Babgttoa on pubfie on private debt 
pensions pensions 


Belgium 

128 

112 

• 22 

0 

2ia 

Dovnaik 

67 

97 

19 

0 

145 

France 

47 

106 

21 

2 

130 

Germany (W) 

44 

179 

36 

S 

182 

Greece 

96 

196 

39 

0 

253 

Ireland 

102 

103 

21 

12 

172 

Italy 

98 

184 

37 

0 

245 

Luxembourg 

7 

238 

46 

0 

197 

Nethartaids 

79 

210 

42 

21 

226 

Portugal 

68 

167 

33 

0 

202 

Spain 

45 

183 

37 

0 

191 

UK 

40 

70 

14 

22 

74 


Aarec CS Savon 


iorating, thus encouraging the 
fiscal zealots who look for 3ny 
pretext to raise taxation. We 
need a more pessimistic pre- 
sentation oF government bal- 
ance sheets as much as we do a 
hole in the head. 

The latest pessimistic esti- 
mate to land on my desk is 
from CS First Boston and is 
entitled Employment and Hid- 
den Debt It is indeed the esti- 
mate of the debt which makes 
the employment prospects 
worse than they need be. I am 
using this firm's estimates 
because they are particularly 
comprehensive and carefully 
researched - and my spirits 
were raised when 1 read the 
quotation from T S Eliot’s East 
Coker, one of his Four Quar- 
tets. at the end of the paper. 

The study is devoted to 
“unavoidable yet unfunded" 
public sector liabilities, of 
which pensions form a large 
part. The result for most coun- 
tries is that hidden debt is 
higher than conventional debt. 
All EU countries, bar the UK, 
have debt ratios several times 
the 60 per cent Maastricht 
guideline. The combined debt- 
to-GDP ratio for the Nether- 
lands is blown up from nearly 
80 per cent to over 225 per cent. 
The UK emerges far better 
than any other country from 
these computations; but its 
debt ratio in 1990 is still 
increased from 40 to 74 per 
cent and would doubtless be 
much higher now. 

The fallacy of such estimates 
is to treat pension commit- 
ments differently from other 
forms of public spending. The 
pay-as-you-go schemes, from 


which the scare stories stem, 
are based on each generation 
of workers paying through 
taxes and contributions suffi- 
cient to cover the cost of pen- 
sions for those already retired. 
Thus pensions are, like any 
other form of rising public 
expenditure, to be met from 
higher tax revenue or social 
security contributions, or 
reduced spending elsewhere. 

The hidden debt estimates 
assume that governments will 
either try to default on their 
commitments or try to meet 
them by increased borrowing, 
irrespective of the state of 
their economies. The CS First 
Boston authors cite General 
Motors, where a new account- 
ing standard, providing for the 
inclusion of current and future 
healthcare liabilities, slashed 
75 per cent off the corpora- 
tion's equity in 1992. The anal- 
ogy is wrong because General 
Motors - heaven be praised - 
does not have the power of a 
government to raise taxes. 

Since financial topics give 
rise to so much emotion, I 
must make some disclaimers. 
Of course CS First Boston and 
other analysts are right to 
worry about the burden of ris- 
ing pensions. Alternatives, 
such as more private pension 
provision, should indeed be 
considered. The point of dis- 
agreement is the limited but 
important one of estimating 
national debt ratios. The ques- 
tion is: do the European finan- 
cial institutions really want to 
promote fiscal policies which 
will make the present eco- 
nomic stagnation worse and 
delay recovery still further? 


For more than a century and a half, Patek Philippe has been known as 
the finest watch in the world. The reason is very’ simple. It is made 
differently. It is made using skills and techniques that others have lost 
or forgotten. It is made with attention to detail very lew people would 
notice. It is made, wc have to admit, with a total disregard for time. If 

a particular Patek Philippe 

movement requires four 
years of continuous work to 
bring to absolute perfection, 
we will take four years. The 
result will be a watch that 
is unlike any other. A watch 
that conveys quality from 



first glance and first touch. 


A watch with a distinction: 
generation after generation 
it has been worn, loved and 
collected by those who are 
very difficult to please; 
those who will only accept 
the best. For the day that 
you lake delivery uf vour 
Patek Philippe, you will have 
acquired the best. Your watch 
will be a masroq>ier.<\ quietly 
reflecting your own values. 
A watch that was made to 
be treasured. 


PATEK PHILIPPE 
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Smoke gets in 
Europe’s eyes 


UK trade body, s ays fl at tba 
sole purpose of tobac co ad ver- 
tising is to promote compett- - 
tion and encourage existing 
smoters to switch brands. It ■ > 
estimates that the value of 
business from, smokers who 
switch is worth £3bn a year, ft 
riPrtte; that advertising enccur- 




Diane Summers on divisions among EU health 
ministers and advertisers over tobacco products 


Not so, according to Dr CSve 
Smee, the department of 
health’s chief economist. Last 


Tobacco advertlsing in the Ell: being stubtod ' ■) . j* . 

(TV advertising s banned ihrou^iout EU) \ / i; - V ' 


France 


Portugal 


raster* 






Belgium _ : • j -^ evone reabtetiorts;' total-ban in thep "j 

1^.- ? • -r- : 


OeurasorK 
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Netherfamis- ■ 

' Spain f^adio and poster banned; adc£HortaJ voluntary restrictions 

UK - ' • Voluntary agreements . ... .-'."1.- 

Souraa; Action on Smokins and HnMtind GurornonHor ' * '• : £Wpup* l 


in 1991. Realising that agree- 
ment is unlikely, supporters of 
a ban will probably not push 
for a vote today. 

In the past it has been Ger- 
many, Denmark, Holland, 
Greece and the UK which have 
blocked a comprehensive ban. 
Greece, under its new Socialist 
government, may have soft- 
ened its stance. But the four 
remaining opponents have 
enough votes under the quali- 
fied majority voting system to 
continue blocking its progress. 

The position of the UK could 
prove pivotal. It has been the 
most vociferous opponent of an 
EU-wide ban and it is widely 
thought that Denmark and the 
Netherlands would switch 
sides if the UK were to change 
its position. 

So ter the British have pre- 
ferred a policy of a voluntary 
approach to restricting adver- 
tising and high taxes on 
tobacco products - the duty on 
tobacco was increased by 7 per 
cent in last month's Budget 

Tobacco advertisers in 
Europe believe they have won 
a reprieve - but no more. Pri- 
vately, many in the advertising 
industry see public opinion for- 


cing an end to tobacco adver- 
tising in Europe within three 
or four years. 

An indication of the mount- 
ing pressure of public opinion 
is already being seen in the 
UK. The government is expec- 
ted soon to announce it will be 
negotiating tighter “voluntary” 
controls with the tobacco and 
advertising Industries. 

Options include an end to 


Tobacco products 
are responsible for 
at least a quarter 
of all deaths in 
middle-age 


poster advertising, a ban on 
tobacco advertisements in 
womens’ w«a g»»«inpg. removing 
shopfront advertising, and 
larger health warnings on 
packs. Proposals along these 
lines could help to head off the 
threat of cross-party support 
growing for a private member’s 
bill introduced by Labour MP 
Mr Kevin Barron which the 
government is highly Hkely to 
want to block. Such proposals 


would also provide something 
for ministers to offer at a Euro- 
pean level as an alternative to 
the proposed ban. 

The advertising sector 
accepts that such a move in 
the UK amid presage an even- 
tual crumbling of UK resis- 
tance to a EU wide ban. And it 
is already preparing accord- 
ingly even though the Euro-, 
pean Commission, calculates 
that tobacco advertising makes 

up less than 3 per cent of 
advertising for all goods and 
services in the 12 member 
states- For example, Mr Russell 
Go re- Andrews, chairman of 
More CFerraH, the hoardings 
company which has operations 
across Europe says: “The job of 
our marketing - has been to 
broaden the base erf customer 
demand in all our markets, so 
feat we are not too dependent 
on one sector." 

While there is dearly move- - 
meat towards further restric- 
tions in Europe, voluntary or 
otherwise, there is no dgfini- 
tive answer to one question 
which ought to be centraL 
Does a ban on adv er tising cot 
the number -of smokers? The 
Tobacco Advisory Council, the 


Finland. New Zealand 
and Norway, where tobacco 
advertising bans have been in. 
operation, showed “a fail in 

smoking on a scale which can- 
not reasonably be attributed to 
other teeters’. 

But his research appears to 
clash with a study by Mh^aer . 
Stewart, an econometrician, in 
the May edition of the Interna- 

Journal of Advertising. **• 
That Showed a slight mowse 
in 'fiffinfemg in those- countries, 
where there 1ms been a ban. A 
possEMa reason is that banning . 
advertising also means ho 
health warnings to put off 
smokers; except on packets. 
“This increase is hot qjttite sta- 
tistically significant, bat 
deariy . rotates the belief that 
advertising bans have 'appre- 
ciably reduced consumption 
concludes Mr Stewart 

As he paints out, the space 
now devoted to the health 
warnings to tte “equivalent of . 
millions of Ecus of ongoing 
anti-smoking advertising” 
across Europe- if European 
health ministers decide that 
they want to impose a ban on 1 ^/ 
. a dve rtfam ents, they may need 
to seek some alternative ways 
of fhndmK those warnings. ' 

But the niceties of this 
debate are unlikely to' worry 
the' tobacco companies, 
afthong h they will continue to 
lobby vigorously against any 
measure which could affect 
sales. The companies' already 
know that tobacco consump- 
tion in western European mar- 
kets fe dropping as concerns 
about the health effects spread 
and as smoking becomes less 


r ne 


.j: rj 




is not sharp - about 2£ per 
c ant in volume terms in EU - 
countries' over the past five gr, 
years - but ft is steady and'*;-’ 
shows no sign erf slowing. 

tacoutrast, newmarfcetsare 
opening in Asia and the Pacific 
amid in eastern Europe, 
where smoking la gaming in' 
popularity and sales/In China, 
for example, cigarette sales 
grew from L&4 Star to l,7Q9m in 
. between 1991 and 1992. . 

Whh soch virgin terfto lies 
to play for. tte possibility of an 
ban cm advertising, fo Europe 
may ultimately appear 't o be a 
a distraction. '• 
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Hub and 
spoke not 
to blame 


Tax credits hit service industry 


From Mr Michael MedhcotL 

Sir, Your story, “Dinosaurs 
on the runway" (December 8J, 
reported that US airlines are 
questioning whether the hub- 
and -spoke concept is valid any 
more, and that this system is 
one of the reasons big carriers 
have incurred financial losses 
in contrast to small airlines 
which operate no-frills, shuttle 
service between pairs of cities 
and make money. 

This is not true at Delta Air 
Lines, originator of the hub- 
and-spoke system in aviation. 
Through the years we have 
continued to perfect the con- 
cept and today operate the 
most geographically balanced 
route network in the US. For 
Delta the hub-and-spoke sys- 
tem is the most efficient way of 
offering the most flights, to the 
most destinations, for our pas- 
sengers and shippers, while 
maximising our assets. Last 
year. Delta was the only airline 
in the world to operate more 
than lm departures. While 
many of these flights operated 
to or from one of our bobs, we 
have plenty of point-to-point 
flights where the market 
demands it, like the Delta 
Shuttle service between Wash- 
ington, New York and Boston. 

The article stated that one of 
the big disadvantages oF the 
hub-and-spoke system was that 
staff were standing idle during 
non-peak times throughout the 
day. In our Atlanta hub, the 
world’s largest, we operate 
more than 500 flight departures 
every day and, like our other 
hubs, it is staffed according to 
the demand. No Delta staff 
stand idle; they are among the 
most competitive and flexible 
in the world. 

If there are dinosaurs, Delta 
is not one of them. Delta rel- , 
Ishes change and that attitude 
will keep us around for a long | 
time, providing value and 
superior service for our stock- j 
holders and passengers. Carri- 
ers in the US have lost money 
because of the recession, the 
Gulf War and the U$ bank- 
ruptcy law, not because of the 
hub-and-spoke system and 
small no-frills airlines. 

Michael Medlicott, 
vice president - Europe, 

Delta Air Lines, 

Atlantic Region, 

35 Buckingham Gate; 

London SW1E SLD 


From Mr Michael Bracken. 

Sir, Martin Felds tein (Per- 
sonal View, December 10) pres- 
ented the opportunity to boost 
jobs at no cost through the use 
of investment tax credits (TTQ). 
Basic economic theory s h o uld , 
alert us to being offered a free 
lunch, and in this case some of 
the consequences of FFCs were 
not spelled out 

Broadly speaking, the “berm- 
fit" of an ITC is a tax incentive' 
for the companies making 
approved investments. The 


cost is higher taxation on all 
companies .. not making 
approved investments. Profes- 
sor Feldstein suggests that 
approved investments would 
be money 'spent on equipment 
and possibly, construction. 

• The government is in no 
position to be the best judge of 
whether to encourage expendi- 
ture fry companies on invest- 
ment as apposed to anything 
else, or an arbiter of which 
types of investment are better 
than others. 


Inevitably, ITC schemes have . 
been used effectively to subsid- 
ise manufacturing investment 
at foe expense of service indus- 
try. Poficymakers should resist 
the temptation to Tnatjd U* fur- 
ther in the allocation of ^ 
resources and concentrate on ffii; 
reducing the distortions within ' 
the enrrent taxation; system ' 
instead. 

MichaeL Bracken, 

3 Princes Yard, 

Prmcedale Road, 

London W214P& ' 
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The route to a European constitution 


From Prof Ernst Steindorff. 

Sir, Edward Mortimer’s 
article on “A pill to beat MF" 
(December 8) merits praise. He 
discusses the proposal for a 
European constitution elabo- 
rated by distinguished scholars 
and politicians. He mentions 
that this proposal is disap- 
proved of from within the 
European Commission. We 
may suppose that the Commis- 
sion envisages presenting its 
own draft for the 1996 discus-' 
sions on a Union constitution. 

One of the reasons the Maas- 
tricht Treaty has encountered 
so much opposition in quite a 
number or countries may be 
found in the fact that it was 
influenced by the Commis- 


sion’s selfish interests to 
e x ten d the jurisdiction and the 
powers of the EU and. hereby, 
its bureaucracy. Europe can 
flourish only a constitu- 
tion which- makes citizens 
understand that specific 
responsibilities have been 
transferred to the Union, 
because united political action 
is necessary. Nobody would 
understand that powers and 
more and. more finanr-igi 
resources are handed 6m- to 
Brussels only in order that the 
Union audits institutions may 
thrive. 

Such a constitution cannot; 
or must not, be drafted by 
these who want to act for the " 
Union and who may be eager 


to have titer own importance - 
buttressed. Nor may ft be cre- 
ated by those who, not uifflke 
former central, committees, 


good for Europe and -jib cSi- 
zens. That is why any serious . . 
proposal from outride * the 
European institafehmsHBaeEfta K, 
attention. There is a prestew* ■ 
tion that it is dictated ^bf less 
saltish bureaucratic interests 
and that tt is more in accot 
fiance -with the Interests of- 
European dtixehs: Ifr'/Mer- / 
tuner, quite correctly, jnake$ _ _ 
us aware of that v »' 

Ernst Steindorff ! r ". 
professor of laa, 


81479 Munich, Germany 


Fewer ITV channels bad for advertisers 


From Mr Kenneth Miles. 

Sir, I am glad to be able to 
agree with one or two things in 
(hug Dyke's letter (December 
8), but I have to say that I 
disagree with rather more of it 

Certainly, the TV airtime 
market Is changing and, cer- 
tainly, it is In everyone's inter- 
est, including the advertisers, 
that ITV re mains a strong 
channeL No problems with 
either of these statements. 

However, I must take excep- 
tion when he says that “adver- 
tisers already have real choice 
in the TV market". How can 
we say that a regional adver- 
tiser, or a company with 
regional brands, has any 
choice at all? If Britain wants 
to encourage medium-sized 
companies to grow, then we 
must make It more possible for 
them to use television and the 
other dynamic media. These 
com p an ies will themselves all 
be operating in competitive 


markets, but they will not be 
able to tray television air time 
in a competitive market For 
example, anyone who wants to 
advertise- in Lancashire really 
has only one TV .company 
available. If they want to 
advertise hi Merseyside atone 
(or the Birmingham area alone, 
or south Yorkshire "alone etc), 
titan their choice Is even less. 

What advertisers need, there- 
fore, is more co mmercial sta- 
tions. offering increased 
regionaliiy - not toss. Mergers 
win do nothing ^ ‘for advertisers 
- and I suspect they win do 
nothing for viewers either. 
J?or Greg Dyke totdkjamft'- 


is reafly to put the cart before 
the horse. Where combined 


tising sales. bowever, remain 
an entirely dtffcr&t'safcfcct: - 
while companies sometimes 
Iwant to boy advertising on a . 
n a tion al scale; mota oftefthey . . 
want to buy it regionally , Gt 
with regional vmiatimfi. • 

- - This to not “fragm®rited" lrat - - 
“realistic" eaad “flexible*. In - 

other words; the sales arrange- - 

ments are wgahised to lofik 
after the- needs of the custom' 

Whmi i GE^;I)ykir,a^eare''tb.-: 
want, is a stile s' r^ghne which ' ' - 
. scats- fee nV.companaSf :tbe “ 
seDa^bifttoqntepgqiaredfo, 
tgnae mar ovariflbffir needs 
ted wishes of fee cdstontes. :^ 
Funnily etwugh, this is exactly . 

how monopolies and. cartels '- 
normally bdaave. , 




V/v, . 




- — U IU UK pro- 

^teunmg, andtheeristteceof 
the ITV Network . Centre 
mould have taken care of the 
need to have a national 
fis - ITV programming; Adver- 
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to build 



J acques Priors* plan for big 
Investments in trans-European net 
works provoked controversy at 
the weekend summit Britain and 
.Germany, in particular, do not 
like the idea of socalfed Union 
bonds to finance infrastructure 
when member states are trying to 
curb budget deficits. 

It is certainly possible to pick 
holes, in Mr Dolors’ suggestions 
The section of the Commission's 
white paper on this subject are 
po oriy ar gued, repetitive and flffi 
of jargon. The bonds plan also sug- 
gests an effort by the Commission 
to outflank the European Invest- 
ment Bank, which was asked by 
European leaders only a year ago 
to back infrastructure inves tment 
through increased lending. 

But it would be wrong to dis 
miss ideas to develop trans-Euro- 
pean networks, which are vital to 
the success of the imi rm Euro- 
pean businesses and individuals 
pay a large price ter the fragmen- 
tation of transport, telecommuni- 
cations and energy sys tems 

Mo European can feel pleased at 
the delays in air travel caused by 
incompatible and inadequate air 




traffic control systems. Nor is it 
acceptable that it costs three 
times more to make a phone call ’ 
across national boundaries than it 
does inride them. Equally, British *• 
ministers should be ashamed that 
trains will creep to London when 
the Channel tunnel opens next 
year because a high-speed link on 
the British side has not been built. 

Sharp perception 

Mr Delors* sharp perception of 
sickness in the European body is 
not. however, matched by his rem- 
edies. The white paper rightly 
states that the bulk of funding for 
information networks will come 
from private sources. It points out, 
too, that in the transport and 
energy field - where public sector 
Involvement will necessarily be 
greater - private investor interest 
needs to be encouraged. Yet it 
fails to resist the. temptation to 
place exaggerated em phasis on a 
central role for the Cammisstan 
and Council of ifinistera fn chan- 
nelling Eurocash to worthy pro- 
jects. 

Mr Delors also seems, at times, 
to think trans-Eimipean networks 
are inherently desirable, rather 
than proceeding from an analysis 
of identified needs. Too much 
faith in vague concepts such as 


“fflnlimodal strategy" could, com- 
bined. with centralised planning, 
and Europe with a herd of white 
elephants. 

. The main reason ter the frag- 
mentation of Europe’s networks is 
that the telecommunications, 
transport and energy industries 
are still mostly national public 
sector monopolies. Because they 
are national, they rarely look 
beyond their frontiers. Because 
they are public sector, they are 
strapped for cash when state bud 
gets are tight Because they are 
monopolies, more private 

enterprises are discouraged from 
providing the mforing nnire 
. The priority is to open up the 
provision of i n frastructure to com- 
petition. This would provide extra 
sources of finance, while ensuring 
that investment responds to com- 
mercial needs rather than po litical 
fanc ies. The. Co m mis s ion acknowl- 
edges this, taut its plans are too 

thnfd 

Gost-beneflt analysis 

It would, however, be naive to 
think that liberalisation can solve 
.all. the problems, especially in 
transport Many rail and road pro 
jects, which are justified on a 
wider cost-benefit basis, are insuf- 
ficiently profitable to attract pri- 
vate sector support Since national 


budgets are under strain, innova- 
tive ways of marrying public and 
private finance are needed. Possi- 
ble methods include franchising 
services, electronic road tolls and 
earmarked taxes (or even bond 
issues) ter specific projects. 

Trans-national coordination is 
sensible where the benefits of 
investment spill over from one 
country to another. It is, ter exam- 
ple, hard to see how a single pri- 
vate enterprise could address 
Europe’s air traffic problem. Mod- 
ernisation of transport links 
between the European Union and 
the countries of central and east- 
ern Europe will also require co-or- 
dination. 

The white paper pays lip- ser- 
vice to the need to combat mono- 
polisation and harness private 
finance, tat it fails to state cleariy 
that liberalisation and privatisa- 
tion are being held up by powerful 
vested interests. Unless these can 
be overcome, with the aid of a 
vigorous campaign from the top, 
the plan for improved networks is 
unlikely to travel ter from the 
drawing board. 



The tax reforms of the 1980s did 
nothing to reduce the muddle that 
prevails over the taxation of 
savings in Britain. Yet they did at 
least bring some sense to the lim- 
ited area of capital gains. The 
alignment of capital gains tax 
with income tax rates removed 
distortions that arose from the 
natural desire of taxpayers to 
transform income into lower-taxed 
capital; and the introduction of 
indexation of gains and losses pro- 
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tected investors from a hidden and 
arbitrary inflation tar. The deci- 
sion in the budget to scrap the 
indexation of capital losses is thus 




a retrograde step. The manner in 
which the change is ba ng m ade 
has also given rise to justifiable 
irritation on the part of investors. 

In a move that has been pres- 
ented in the budget as a tax avoid- 
ance measure the Treasury is pro- 
posing to abolish the indexation of 
capital losses, while retaining the 
indexation of capital gains. The 
change is expected to raise an 
additional £300m by 1996-97, which 
may prove optimistic given that 
the entir e yield from capital gains 
tax last year was put at a mere 
nbn. The one thing that is dear 
about this measure is that by 
removing the indexation of losses, 
and by doing it for transactions 
undertaken on or after budget 
day, the government win In some 
cases impose real capital gains tax 
rates of well over 40 per cent *rae 
victims will not just be sophisti- 
cated tax avoiders. Ordinary 
investors, who have been running 
losses on individual shares m 
their portfolio on the reasonable 
assumption that they couIci , 
indexed and then off-set against 
past and future gains on other 
shares, will be hit. This is liule 
different, in practice, from retro- 
spective legislation. 

Capital erosion 
At a stroke, a fully tronsparmt 
top capital gains tax rate of4fl per 
cent is being replaced by an 
opaque and arbitrary rate which 
will depend on the composition or 
the taxpayer's portfolio. It will b® 
theoretically posable for investors 
suffer losses of real wealth as a 
Jt of partial de-indexatMm; aim 
risk of such capital erosion 
u become greater if higher rates 
inflation come back. Many tax- 
payers will also have to re-worK 
calculations of the base cost o£ 


result' 
the 
will 
of 
payers 


their investments, going back to 
1985 when the indexation of losses 
was first introduced. 

These changes are technical and 
they affect only a small number of 
voters. Yet they are symptomatic 
of the way successive chancellors 
have aband o ned all aspiration to 
continuity or principle in their 
approach to taxation. Mr Norman 
Lamonfs introduction of a new 20 
per cent income tax rate was a sad 
retreat from the earlier attempt by 
Nigel (now Lord) Lawson to sim- 
plify the income tax and capital 
gains tax system. And his mislead- 
ingly presented raid on the pen- 
sion funds was a notably unattrac- 
tive retreat into fiscal 
opportunism. It undermined an 
entirely logical approach to the 

taxation of pensions. As with an 
expenditure tax, the tax blU on 
deferred income is not paid until 
savings are run down in retire- 
ment. . . 

Retrospective penalty 

Mr Kenneth Clarke can claim, 
not unreasonably, that his priority 
in his first budget was .to deal 
with the huge hole in the public 
finances. Yet it cannot be right to 
spring technical tax measures on 
the ordinary taxpayer under the 
guise of an anti-avoidance mea- 
sure and in a way that make a 
nonsense of mdividuals , assump- 
tions about how they should plan 
their fives. While it may be diffi- 
cult to retreat from the principle 
of partial de-indexation 
announced in the Budget, Mr 
Clpriw should think again about 
the retrospective penalty implicit 
in making the new rules apply 
from November 30th. 

Meantime the review of the tax- 
ation of savings now being con- 
ducted by Mr Stephen Dorrell pro- 
vides the Treasury with scope to 
redeem itself on the shape of the 
tax system. The financial secre- 
tary should seize the opportunity 
to put the case far an expenditure 
tax onto the policy agenda. 
Among the many advantages of 
an expenditure tax is that ft works 
on the basis of cash flow. It thus 
does not have to confront the 
impossible, task of dis tin g u i s h ing 
between capital and income. The 
need to Index capital gains disap- 
pears- A neat way, in fact, for Mr 
Clarke to confound the critics who 
claim that economic sophistica- 
tion is beyond our Ken. 


M r Jacques Delors 
can afford to smile 
today. His white 
paper on employ- 
ment, growth and 
competitiveness received a better- 
than-expected reception at the 
European summit in Brussels; and 
there was the added satisfaction of 
seeing off most of his critics. Includ- 
ing Mr Kenneth Clarke, the UK 
chancellor. 

Here was a rare victory for the 
president of the European Commis- 
sion after the setbacks of the past 18 
months. Not ter the first time, he 
carried the day with a combination 
of intellectual force and political 
cunning which papered over ideo- 
logical divisions and produced a 
semblance of unity. 

The test will come when EU lead- 
ers must deliver on the summit 
promise of an "action plan" which 
aims to strengthen Europe’s declin- 
ing competitiveness in relation to 
the US and Japan, while at the 
same time tackling the short-term 
unemployment crisis. 

What is clear is. that EU leaders 
no longer treat the white paper as 
an academic exercise. Last month, 
the number of people under 25 who 
were out of work In the EU reached 
1&2 per cent, with 28 per cent in 
Ireland, 30 per cent in Italy, and 37 
per cent in Spain. "There is the risk 
of a social explosion,” admitted a 
senior Brussels official. 

A glimpse of the potential for 
unrest came on the first day of the 
summit when thousands of Belgian 
trade unionists marched in the 
streets in protest against the pack- 
age of wage freezes and 8Fr75bn 
(£L39bn) of social security cuts put 
forward by the coalition govern- 
ment of Mr Jean-Luc Dehaene. Simi- 
lar protests have taken place in 
Italy and Spain. 

The chief advantage of the white 
paper is that these fragile govern- 
ments can use it as "political cover” 
ter unpopular measures at home. Its 
central message is that, while there 
are no miracle cures, there is safety 
in a collective approach. 

In fact, the white paper eschews 
Brussels-led legislation in favour of 
a menu of non-binding options 
which take into account each mem- 
ber state's national needs, all 
within a framework of measured 
labour market deregulation, macro- 
economic stability and (relatively) 
modest spending on new infrastruc- 
ture projects. 

On this hands-off approach, a pre- 
viously hostile Mr Clarke declared 
on Saturday; "It is an impeccable 
statement" 

Mr Delors ’s new lightness of 
touch marks a further evolution in 
his thinking, away from the central- 
ising tendencies which marked his 
early years as Commission presi- 
dent and which fay behind the drive 
fin- a single European market by 
1992. 


Lionel Barber examines the reception given Mr Jacques 
Delors’ white paper at the European Union summit 

A new lightness 
to his touch 


It also signals a shift towards the 
right in the debate over what might 
be called the future economic phi- 
losophy of the European Union. 
This debate pits the Anglo-Saxon 
model of labour market deregula- 
tion, wage restraint and curbs on 
trade union power against the more 
consensual model of social partner- 
ship which has underpinned the 
post-second world war economic 
order in Europe, but which is now 
under increasing strain. 

By endorsing the white paper, EU 
heads of government have signalled 
a decisive tilt in favour of deregula- 
tion, toward the arguments which 
European industrialists have been 
putting forward with increasing 
firmness in recent weeks. 

Thus summit leaders endorsed a 
lifting of restrict tons on hiring and 
firing of workers. They recognised 
that wages for non-skUled workers 
must fall and they conceded that 
employers* social security contribu- 
tions must be reduced in order to 
increase the attractiveness of hiring 
labour. 

Two summit incidents point to a 
shift in attitudes. When Greek min- 
isters complained about wage 
restraint, they found themselves 
under attack from the British, 
Dutch, Germans and no lesser fig- 
ure than Mr Felipe Gonzalez, the 
Spanish prime minister and one of 
Europe's leading socialists. 

The second occurred in Mr 
Delors* own remarks, in which he 
noted the compatibility between the 
contents of the white paper and 
Beating the Crisis, the paper on 
competitivness put out by the Euro- 
pean Round Table, the forum for 
leading industrialists. 

"The white paper is somewhat to 
the right of what Delors actually 
believes,” said one aide, “but he 
realised that he had to make the 
shift In order to win support from 
the leaders.” 

Yet it would be a mistake to 
assume the Commission president 
baa compromised on bis core views. 
In the new age, he wants the right 
to permanent re-training and educa- 
tion to be universal; and he 
demands "solidarity” with the 40m 
people living in poverty In Europe. 
As he said before the summit T 
can Change my opinions, but I will 
not change my principles.” 
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Jacques Delons: a rare victory after a very difficult 28 months 


This partly forms the background 
to the most divisive arguments on 
the white paper his proposal for 
borrowing up to Ecu20bn (£15.06bn> 
a year to help to fund trans-Euro- 
pean transport and energy net- 
works costing some Ecu250bn by 
the year 2000; another proposal for 
"information highways" for tele- 
coms. priced at EcuISObn; and one 
for EcuI74bn worth of environmen- 
tal projects. 

In the Commission's view, the pri- 
vate sector alone cannot cover high- 
risk, high-cost projects such as the 
high-speed train between Lyon and 
Turin; nor can the European Invest- 


ment Bank, without a Likely 
increase in its capital base. Hence 
the plan to raise EcuSbn a year 
through "Union bonds", to be 
issued by the EU itself, with the 
EEB as agent. 

The Delors proposal was an 
attempt to play on the heads of gov- 
ernments' Inclination to offer a 
sweetener to the bitter medicine 
elsewhere on offer. Ever resource- 
ful, he avoided following his French 
socialist colleagues calls for Com- 
munity loans to create a New Deal- 
type public works programme for 
Europe. Instead he based his argu- 
ments on the Maastricht treaty’s 


explicit provisions for trans-Euro- 
pean networks based on the need to 
improve European competitiveness. 

The argument that the develop- 
ment of trans-European networks 
has nothing to do with the white 
paper's goal of creating 15m new 
jobs by the year 2000 did not fool 
EU finance ministers, led by Mr 
Clarke and Mr Theo Waigel, his 
German colleague. Peeved at not 
being able to "fillet” the Delors 
paper themselves, the finance min- 
isters complained, too, that the pro- 
posals for more EU-wide public bor- 
rowing ran counter to national 
efforts to curb budget deficits. 

Some summit observers identified 
a “power-grab" by the Commission 
at the expense of the EIB. which is 
often criticised for being too slow 
on approving funding for major 
infrastructure projects. "Delors is 
trying to create a new investment 
bank in Brussels,” said one Euro- 
pean treasury official. 

T he compromise was to 
set up two groups drawn 
from national govern- 
ments and industry to 
study trans-European 
network projects as well as the new 
information technologies, while 
remitting final decisions to the min- 
isters of finance. "All these projects 
of Mr Delore are a dead issue,” said 
a German official. 

This judgment may be just as pre- 
mature as the political obiturtes 
which were written for Mr Delors 
just over a year ago, before his 
native France voted narrowly in 
favour of the Maastricht treaty 
which he had defended. However 
much he may give the impression of 
carrying Europe's woes on his 
shoulders, he remains as inventive 
as ever in spotting the political 
trends of the future. 

The question is whether, having 
unburdened himself of his magnum 
opus, it is now time to depart the 
Brussels stage, either to enter the 
campaign for the French presidency 
in 1995 or to take time off for the 
intellectual pursuits which he 
claims he misses. 

On Saturday afternoon, Mr Delors 
betrayed irritation when asked 
whether the white paper was his 
"swan-song”. If that was the case, 
he would have left long ago, he 
declared. 

Inside the Commission, however, 
there is a distinct fin de siecle atmo- 
sphere. Mr Delors* authority is no 
longer what it was. With his final 
two-year term expiring in a year, 
successors are dusting off their cre- 
dentials, including Sir Leon Brittan, 
the EU trade commissioner, who 
could be on the verge of clinching a 
Gait world trade deal 
The Brussels summit showed that 
Mr Delors has lost little of his prize 
fighters instincts; but like all heavy- 
weight champions he now must 
choose the moment to go. 


Battle royal looms on health care 


T o anybody unfamiliar with 
Washington ways, it must 
seem baffling. In Septem- 
ber, the Clintons finally 
launched their long-awaited health- 
care plan. They were treated to 
standing ovations on Capitol Hill 
and rave reviews in the press. 

And then? An embarrassed 
silence. As analysts waded through 
the 1,4Q0 pages of text, doubts began 
to multiply. So did alternative pro- 
posals. To Mr Clinton's chagrin, 
many moderate Democrats (includ- 
ing the reformist Democratic Lead- 
ership Council) are backlog a rival 
plan tabled by Mr Jim Cooper, a 
Democrat from Tennessee. Republi- 
cans, meanwhile, have put forward 
at least three different “market-ori- 
ented” proposals, based on the pre- 
scriptions of competing conserva- 
tive think tanks. 

Some of the deepest misgivings 
concern the rote of the proposed 
"health affiances’* or regional pur- 
chasing co-operatives. The idea is 
that everybody living in a certain 
area (except employees of very large 
companies) would have to buy 
healthcare through one of these 
intermediaries. The alliance would 
collect premiums from companies 
and individuals and use its market 
clout to strike advantageous deals 
with competing private sector 


"health plans." 

If the affiances simply listed avail- 
able health plans and acted as a 
clearing house for premiums, they 
might not be feared. But under the 
Clinton plan, these public or quasi 
public bodies would be local regula- 
tors of healthcare. They would be 
able to ban health plans regarded as 
too costly, set fee schedules for doc- 
tors and impose caps on the growth 
of insurance premiums. 

To many Americans, this seems 
suspiciously like socialised medi- 
cine by stealth. Take the Washing- 
ton DC area. Affluent K Street law- 
yers would not be amused to find 
themse lves in the same health affi- 
ance as welfare mothers, especially 
as such an alliance would be a 
monopoly with vastly greater finan- 
cial muscle than local doctors or 
hospitals. Whatever the Clintons 
say, people fear the alliances would 
give local bureaucrats too much 
power. 

Controversy is also raging over 
the proposed “employer mandate" - 
toe requirement that employers pay 
at least 80 per cent of the cost of a 
standard package of benefits for 
employees. The Cooper plan and the 
Republican alternatives are united 
in opposing such mandates. 

The White House wants to make 
employers pay because most of the 
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big increase in health spending 
would then be “off-budget". Yet 
nobody is fooled: the mandate is a 
tax by another name and would 
tend to price workers out of jobs. 
When the principal goal of Clinton’s 
economic strategy is to create jobs, 
it seems foolish to increase taxes on 
employers. A Heath-Robinson sys- 
tem of subsidies would lessen the 
burden on small companies, but 
only at the expense of seriously dis- 
torting labour markets. 

Then there is the question of cost 
The US already spends 14 per cent 
of gross domestic product on health- 
care, against an average of 7.9 per 
cent in other industrial countries. 
Given his rhetoric about the eco- 


nomic strains imposed by galloping 
healthcare costs, you might have 
thought Mr Clinton would be trying 
to reduce spending as a share of 
GDP or at the very least prevent 
any further rise. By no means. The 
White House envisages the share of 
healthcare rising to a mind-boggling 
17.5 per cent of GDP. The much- 
trumpeted “savings" are produced 
by an old Washington trick; com- 
paring the reforms to “baseline" 
projections showing spending soar- 
ing to nearly 19 per cent of GDP. 

Providing health cover for the 
37m without insurance will be 
costly. But Mr Clinton did not have 
to aggravate matters by promising 
everybody a package of benefits at 
least equivalent to those offered by 
Fortune 500 companies. Nor did he 
have to propose new benefits, for 
example for mental health and long- 
term care, that go beyond anything 
offered in the private sector. 

The Clintons deserve credit for 
bringing healthcare to the centre of 
the political stage. Few legislators 
doubt that reforms will be enacted 
next year. But the Clinton plan is 
increasingly seen as a starting point 
for detailed debate rather than a 
blueprint to be rigidly followed. 

Given the concern about costs, 
congressional leaders are likely to 
insist on a less generous package of 


minimum benefits. If health alli- 
ances survive, they will probably 
assume a less threatening form. 
Legislators, for example, could 
insist on a choice of at least two 
alliances in each area. They could 
allow smaller companies to opt out 
of alliances, say those with more 
than 200 employees rather than 
5.000 as specified in the Clinton 
plan. And they could limit the 
power of alliances to regulate pre- 
miums or exclude health plans. 
Such amendments would create a 
purer form of managed competition. 

As for the employer mandate, 
many Republicans are urging Mr 
Clinton to place the obligation to 
buy insurance where it belongs - 
on individuals. But while smoothly 
articulating the logic of an individ- 
ual mandate, few are willing to 
countenance the level of personal 
subsidies (and hence new taxes) 
needed to make such a law credible 
Mr Cooper, supported by libertari 
ans, rejects any kind of mandate 
arguing the goal should be univer- 
sal access to care, not universal cov 
erage. The Clintons, however, ada 
mantly oppose such backsliding; 
their bottom line is “healthcare that 
can never be taken away”. Forget 
skirmishes like Nafta and the bud- 
get next year Bill and Hillary will 
be fighting the battle of their lives. 


Observer 


Getting down 
to business 

■ Thank you Jacques Attali? If 
the ex-boss of the European Bank 
for Reconstruction and 
Development had not enjoyed the 
good life so much, then his 
colleagues at bigger multinational 
institutions might still be enjoying 
one of the best perks of their job 
- first class air travel. 

The International Monetary Fund 
and World Bank have decided that 
their staffs will have to give up 
flying first class and make do with 
business class. To prevent mutiny 
in the ranks, the executive 
directors, who represent member 
countries, will also be downgraded 
to business class. 

There are, of course, exceptions. 
The World Bank exempts only Its 
president, Lewis Preston, who is 
tall enough to need the extra 
tegroom. At the IMF, however, 
Michel Camdessus, the managing 
director, and his department heads 
will still be allowed to travel first 
class. 

So why did they do It? Preston 
and Camdessus are anxious not 
to he tarred with the same brush 
that swept Attali from office. “Z 
think they both got fed up with 
ft being the first subject that came 
up in any conversation," moans 


one ex-first class flyer. 


Huw^s next 

■ The loss of all those first class 
air miles is especially hard luck 
for Huw Evans, the affable 
52-year-old deputy secretary for 
overseas finance at Her Majesty’s 
Treasury. He takes over as UK 
executive director at the IMF and 
World Bank next February, 
replacing David Peretz. 

Evans was in the European 
Commission for six months in the 
early 1970s, and was the Hong Kong 
government's assistant economic 
secretary between 1973 and 1975. 

As undersecretary in the 
Treasury’s overseas finance 
division, be was responsible for 
IMF and World Bank affairs in the 
late !980s. 

But his real claim to fame dates 
back to bis time as head of the 
Treasury’s forecasting and analysis 
division between 1980 and 1986. 

He won the "golden guru" award 
for sound economic forec as t ing 
- a plaudit that has eluded the 
Treasury in more recent years. 


Blair blather 

■ When is an agreement not an 
agreement? When France and the 
US sit across a negotiating table. 



‘Band over your electronic cash' 

if the Blair House shenanigans are 
anything to go by. 

In American eyes, the agreement 
drawn up together with the 
European Commission in November 
1992 could in no circumstances be 
renegotiated because they 
themselves bad ruled that out from 
the start. 

The French position, on the other 
hand, was that last year's talks 
had not resulted in an agreement 
in the first place, only a 
"prfacconr. Hence the inadequacy 
of a mere "clarification” from their 
point of view. 


But fast week's Le Monde turned 
linguistic obfuscation into an art 
form with Us " reprofiioge [sic] du 
prioccord agricole’'. Even 
non-French speakers may marvel 
at the semantic sleight of hand. 


Chocolate trifle 

■ Tut, tut. When The Times asked 
Sir Adrian Cadbury, ex-chairman 
of Cadbury Schweppes and Britain's 
"Mr Corporate Governance", to 
take part in its series on “My 
Perfect Weekend”, the Industrialist 
made no bones about who would 
be his least welcome guest - 
Patience Wheatcroft, a city 
journalist who penned a not 
particularly flattering portrait of 
the great man a few months ago. 

But when asked who would be 
his perfect companion, all Sir 
Adrian would say was that he was 
“open to offers". Presumably out 
of date now, given that The Times 
carried the announcement of Sir 
Adrian's engagement to Susan 
Sinclair a week before. 


Shaloms all round 

■ What a difference a handshake 
can make. From being the West’s 
pet pariah, Yasser Arafat is now 
getting the red carpet treatment 
in London this week. 


The latest in a long line of former 
“terrorists" to win recognition as 
a world statesman, Arafat is the 
UK foreign secretary Douglas 
Hurd's lunch guest on Wednesday. 

The party continues with a 
meeting with John Major at No 
10 Downing Street - which, under 
Margaret Thatcher, remained firmly 
closed not only to him but to his 
representatives. Further 
handshakes follow, with John 
Smith, Labour leader, and the 
Archbishops of Canterbury and 
Westminster. 

But the biggest surprise of all 
concerns - as usual - Lady 
Thatcher. When the Palestinian 
Liberation Organisation's man in 
London. Afif Safi eh, asked if his 
boss could call on her the reply 
was positively gracious. 

It would be more appropriate, 
she said, for her to call on him, 
at his hotel. Which she Is doing. 


Newmarket lad 

■ A small ad, tucked away in last 
Saturday’s FT, gave a fresh insight 
into the high price of 
unemployment' Entrepreneur 
(excellent references) requires role 
in Technology business 
development Simply inform me 
of a vacancy and receive 23,000 
when Pm appointed, 4 Lowther 
St, Newmarket, UK. 
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European ministers begin work on ‘action plan’ for growth 

Delors hails ‘relaunch’ of EU 
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Price is Paramount 


By Lionel Barber and Andrew HiN 
in Brussels 

More than 60 European 
government ministers arrive in 
Brussels today to begin enacting 
ambitious plans for reviving 
employment and growth in the 
European Union and to resolve 
internal differences over trade. 

The plans were agreed at the 
Brussels summit which ended on 
Saturday with a semblance of 
political unity and praise for Mr 
Jacques Delors, president of the 
European Commission. 

Leaders adopted Mr Delors' 
white paper on competitiveness, 
employment and growth as an 
H action plan" to pull Europe out 


of recession and tackle unem- 
ployment. 

But the summit was- overshad- 
owed by disputes over how to 
meet French and Portuguese 
objections to a Gatt world trade 
deal under negotiation in 
Geneva. Foreign ministers hope 
to settle these matters at a meet- 
ing today in Brussels. 

Mr Delors said the summit pro- 
vided a “relaunch” of the Union's 
credibility and self-confidence 
similar to the spirit of the single 
market programme of the 1380s. 

EU heads of government have 
tilted in favour of dereguhitlon, 
towards the recent viewpoints of 
European industrialists. 

The white paper eschews Brus- 


sels-led legislation in favour of a 
menu of non-binding options 
which take into account each 
member state's national needs, 

all within a framework of mm - 
sirred, labour market deregula- 
tion, macro-economic stability 
and spending on infrastructure. 

Today, EU finance ministers 
will begin discussing the techni- 
cal aspects of the “action plan”, 
in particular the macroeconomic 
guidelines for the next phase of 
economic and monetary union to 
begin on January 1. 

EU leaders have charged 
finance ministers with assessing 
how to raise EcuSbn ($9bn) a year 
of additional finance to fund 
trans-European networks in 


transport, energy and telecom- 
munications. 

The summit blunted European 
Commission hopes of being given 
the go-ahead to raise the money 
through an Issue of "Union 
bonds”. But Commission officials 
said the broad principle of spend- 
ing on infrastructure bad been 
endorsed by all 12 member states, 
including Germany and the UK. 

EU leaders also agreed to hold 
a special meeting of foreign min- 
isters on December 22 at which to 
put pressure on the warring par- 
ties in former Yugoslavia. 

Editorial Comment, Page 21 
Delors* light touch. Page 21 

Summit reports. Pages 2 and 3 
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threat to Ulster peace pact delaying Gatt 


By Philip Stephens in London 
and Tim Co one in Dublin 

Mr John Major, the UK prime 
minister, faced conflicting pres- 
sures from the Dublin govern- 
ment and the Ulster Unionists 
last night as the weekend murder 
by the IRA of two Northern 
Ireland policemen cast a shadow 
over the Anglo-Irish peace initia- 
tive. 

Mr Albert Reynolds, the Irish 
prime minister, said that after 
their Brussels meeting he had 
agreed with Mr Major some “70 
per cent” of the proposed joint 
statement which they hope may 
persuade the IRA to end its cam- 
paign of violence. That raised 
expectations that the two leaders 
could meet again this week to 
clear the remaining obstacles. 

Officials from both govern- 
ments worked through the week- 
end on the text, and Mr Major 
and Mr Reynolds plan to speak 
on the phone later today to 
assess progress. 

As Mr Major consulted cabinet 
colleagues on the form of the dec- 
laration. Downing Street still 


appeared hopeful of a pre-Christ- 
mas accord 

But the Irish prime minister 
gave a warning that he would not 
sign an anodyne declaration 
offering no reasonable prospect 
of a permanent end to violence. 

Amid pessimism in Dublin on 
the prospects for a substantive 
statement. Mr Reynolds said 
guarantees for the Protestant 
majority in Northern Ireland had 
to be balanced with recognition 
of the nationalist aspirations of a 
large minority in Ulster. 

The key differences now centre 
on self-determination and on 
Dublin's proposal for an all-- 
Ireland convention involving all 
political parties, north and south. 
Mr Reynolds signalled in Brus- 
sels that he could accept a state- 
ment that did not explicitly 
endorse the “value” of eventual 
Irish unity. But Dublin’s accep- 
tance of a Unionist veto over any 
change in the status of Ulster 
had to be set in the wider context 
of Irish self-determination. 

Irish government officials reaf- 
firmed yesterday that Mr Reyn- 
olds “will not sign a statement 


that will not achieve the result of 
a cessation of violence”. If agree- 
ment could not be reached, a pre- 
Christmas summit was unlik ely. 

Two leading members of the 
Ulster Unionist party directed 
blunt warnings at Mr Major and 
Mr Reynolds. 

Mr John Taylor said any move 
towards a united Ireland would 
prompt his party to threaten the 
government's majority at West- 
minster by opposing it in any 
vote of confidence. 

Mr David Trimble said Mr 
Reynolds, by taking oo the 
Hume-Adams proposals, was 
talking about “surrender by 
stages” to the IRA. In particular, 
he ruled out the possibility of 
agreeing to a peace conference of 
all parties in the Republic and 
Northern Ireland. He flatly 
rejected making any concessions 
to Mr Reynolds' proposals. 

The peace initiative was over- 
shadowed by the shooting of two 
police officers by IRA gunmen at 
Fivemiletown in Fermanagh on 
Saturday. Several people were 
arrested and were being ques- 
tioned. 


Top telecom groups compete 
for European network deal 


By Andrew Adonis 

Five leading international 
telecommunications operators 
are to be united to bid against 
each other for one of the largest 
service contracts ever awarded in 
Europe. 

Eighteen blue-chip companies 
have formed an association to 
handle the contract, which is to 
supply a private "voice” network 
linking the west European offices 
of the participating companies. 

The five operators to be 
approached are British Telecom- 
munications: AT&T of the US: 
Sprint, a rival US carrier; Eunet- 
com, an allianre of the French 
and German state operators; and 
Unisource, an alliance of the 


Swedish. Dutch and Swiss state 
operators. 

According to the FT's Telecoms 
Markets newsletter, companies in 
the user association are reported 
to include Rank Xerox, ICI. Du 
Pont, Philips and Shell. More 
than 30 companies are expected 
to be included by 1994. 

Most of the companies have 
private networks linking their 
offices, but they expect the new 
arrangement will allow them to 
make big savings by creating a 
single pan-European network. 

Laws protecting the monopo- 
lies of continental operators 
mean the companies will not he 
able to use the new network to 
communicate with each other. 
All “voice” telecoms contact 


between them will have to use 
the public networks until the 
European Union's liberalisation 
programme extends competition 
to basic “voice” services. That 
will not be until 1998. 

However, the contract reflects 
the degree of competition already 
permitted and the readiness of 
multinationals to exploit it to the 
fulL It will also intensify competi- 
tion between rival alliances or 
telecoms operators formed to bid 
for such contracts. 

Last week France T616com and 
Deutsche Telekom launched an 
Eculbn ($l.l4bn) joint venture to 
boost their Eunetcom alliance, 
and two weeks ago Unisource 
recruited the Spanish state opera- 
tor as an associate member. 


Continued from Page 1 


the key stumbling block. “We 
have made tremendous progress 
over the day on every issue 
except one," Mr Kan tor said. “We 
have not made progress in dis- 
cussing the entertainment indus- 
try issue." 

At the EU summit in Brussels, 
which concluded on Saturday. Mr 
Ruud Lubbers, the Dutch prime 
minister, said it might be neces- 
sary to “stop the clock” on the 
Wednesday midnight deadline for 
concluding the Uruguay Round. 
That followed adoption of a hard- 
ened EU position on audiovisual 
trade, textiles and demands by 
France and several other member 
states for tougher trade weapons. 

In Geneva. Mr Sutherland dis- 
missed the possibility of chang- 
ing the d eadlin e as “a misappre- 
hension of the highest order”. 

Senior French officials believe 
the summit guidelines to EU 
negotiators to secure special and 
separate treatment for European 
cinema and broadcasting “both 
now and In the future," should be 
sufficient for the French govern- 
ment to get a Gatt deal through a 
National Assembly vote. 

How that view might change if 
EU negotiators are forced to 
make fresh compromises was 
unclear last night, however. 

Russian voters 
back Yeltsin 

Continued from Page 1 

benches while a future govern- 
ment struggles with the eco- 
nomic crisis. 

As expected, the north Cauca- 
sian republic of Chechnya took 
no part in the elections - and in 
Tatarstan, the major autonomous 
republic in the heart of Russia, 
less than 10 per cent of the popu- 
lation appeared to have regis- 
tered any vote, calling into ques- 
tion its adherence to the 
constitution and foreshadowing a 
further battle over its own “sov- 
ereign” status, which it has 
refused to give up. 
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An area ot ram associated with a depression 
over the UK will cover most of western Europe. 
The rain will be mixed with snow m northern 
parts of the Low Countries, northern Germany 
and the northern British highlands. Over eastern 
Germany and Poland, the ram wilt turn into snow 
dunng the day. Damp, cold winds will freshen to 
near gale or gale force in coastal parts of France 
and the south-western UK. Wintry conditions in 
northern Europe will begin to spread into the 
south. Clouds and snow showers will cover large 
parts ol Scandinavia. Pul sunny periods will 
prevail in Sweden and central Norway. 

Unsettled conditions will cover the south-eastern 
Mediterranean, with some snow in the Turkish 
mountains. 

Five-day forecast 

On Tuesday, wintry conditions will spread over 
the Low Countnes. northern Germany and 
Poland as a strong depression moves over 
Germany. It will become unsettled from 
Wednesday. 

A surge of milder air will push the coldest 
conditions to eastern and northern Europe. 
However, wintry showers wilt affect western 
Europe. 

In southern Europe, it will tie partly cloudy to 
sunny with showers. 

TODAY’S TEMPERATURES 
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Now that QVC has managed to get on 
to equal terms with Viacom through 
the courts, the struggle for Paramount 
is in the end game. In what Is effec- 
tively an auction, the battle will turn 
purely on the level of the bids and the 
mix of cash and shares offered by each 
side. Yet spotting who is prepared to 
pay the moot is impossible at present. 
Both sides are financially strong and 
have star-struck backers. Mr Barry 
Diller at QVC and Mr S imme r Red- 
stone at Viacom are heavily commit- 
ted and will be loath to flinch now. 
That suggests the bidding will go 
much higher, despite the giddy price 
already being asked for Paramount's 

assets. 

It is hardly reassuring that the deals 
are based on the kind of ‘vision thing* 
which can so easily lead companies 
astray. The vertical integration of pro- 
gramme production with distribution 
chann els is at least questionable. 
True, it has formed the basis of Holly- 
wood’s historical success. But owners 
of the much-touted information super 
highways will need to pump as much 
programming from as wide a range of 
sources as possible to make use of 
their systems. Equally, programmes 
will need to be sold through several 
channels to justify production costs. 

A more complex web may thus ulti- 
mately emerge. This phase of the revo- 
lution is primarily defensive, since dis- 
tributors feel that they will be 
stronger if they own at least some of 
the programming. Mr Rupert Mur- 
doch’s early and economical purchases 
of Fox. BSkyB and Star thus look 
astute. But the risks to later entrants 
could prove serious. 

Standard Chartered 

The rapid rise of Standard Char- 
tered's shares, which have' more than 
doubled this year, prompts a second 
look at the fundamentals. Part of the 
increase can be explained by the fact 
that Standard is a much more direct 
reflection of the Hong Kong economy 
than HSBC since the latter bought 
Midland. Its shares thus tend to track 
the Hang Seng index more closely. 
And earnings look likely to bounce 
strongly over the next couple of years. 
But it would be rash to rely too 
heavily on the third factor underpin- 
ning the shares: the prospect of lavish 
dividend growth implicit in a yield of 
' little more than 2 per cent 

Standard’s dividend, which was cut 
to 20p from 35p in 1990. costs less than 
£S0m. The bank's tax rate is likely to 
fall as the Bombay provisions, which 
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were not deductible, drop away. 
Together with buoyant earnings in 
Hongkong, that should ensure that the 
dividend is covered as much as four 
times this year. Standard could afford 
a. striking increase in its payout and 
still retain the bulk of its earnings to 
fond future expansion. Bulls argue 
that the case has become even stron- 
ger after last week's preference share 
issue brought its tier one capital ratio 
close to 6 per cent. 

Yet the mere feet that the bank is 
prepared to raise expensive capital in 
this way is an indication of its need 
for capital strength. Not only must 
Standard satisfy growing loan demand 
in Asia, where most of its profits are 
generated, it also requires an ample 
cushion to absorb the occasional acci- 
dent that Is bound to strike an institu- 
tion with such extensive operations in 
developing countries. 

Different arguments apply to domes- 
tic UK banks whose profits are also 
rising as provisions fall. With loan 
demand sluggish, they may not need 
much extra capitaL Their generosity 
to shareholders may be correspond- 
ingly greater. 

Coats Viyella 

Recent tr ading worries from Dawson 
International and Courtaulds Textiles 
have worn a hole in the textiles sector, 
which has dropped 10 per cent relative 
to the market over the past six weeks. 
Both companies have had particular 
operational problems. But there also 
appears to have been a general cloth- 
ing sales glitch in the UK as consumer 
nerves frayed ahead of the Budget 
Groggy markets in mainland Europe 
have hardly helped. 

Surprisingly perhaps, the sector's 
biggest stock. Coats Viyella, has held 
up reasonably well, even though a 


recent enhanced scrip dividend 
flooded the market with more shares. 
Coats is clearly not immune to the 
general forces affecting textiles and 
will be vulnerable to any trading wob- 
bles in the UK. from where it derives 
40 per cent of profits. Coats’ business 
in mainland Europe, accounting for a 
further one-filth of income, will also 
be hard hit 

Yet Coats boasts greater defensive 
strengths than other UK textile com- 
panies with, a differing product and 
retail mix. Coats' thread sales should 
prove more resilient thau those 
derived from garments. It is also capa- 
ble of generating internal gains 
through integrating Tootal. An 
increasing exposure to India, China 
and Russia adds a dash of long term 
growth appeal while its stock market 
reputation is still benefiting from the 
strides it has taken in improving stra- 
tegic clarity and financial respectabil- 
ity. Such factors should ensure Coats' 
shares are not badly unpicked so long 
as it sticks to its knitting while reces- 
sion lingers. 

Germany 

Since the Bundesbank looks likely 
to overshoot its money supply target 
for the third time in a row in 1993, it 
will doubtless take care to ensure that 
next year's target - to be announced 
on Thursday - is one it can actually 
achieve. That argues for at most a 
mar ginal tightening of the existing 4.5 
to 65 per cent range, even though 
inflation has slowed and a fall in 
investment has limited the economy’s 
productive potential The Bundesbank 
has some room to juggle the numbers 
which go into the target It Is unlikely 
to deviate from its medium-term infla- 
tion target of 2 per cent but enjoys 
discretion in the extent to which it 
allows for a slowdown in velocity. 

Bonds might rally but the equity 
market would almost certainly react 
badly if the bank decided to shave 
more than half a point off the target 
range. A cut of up to that amount 
would do little to alter the pace of 
interest rate cuts. At least the bank 
should find it easier to control M3 next 
year. There should be no repeat of this 
year’s ERM crises, while lower 
short-term jnterest rates should 
encourage investors to move further 
out along the yield curve. But being 
within the target may not in itself 
mean much. There have been seven 
years since 1965 in which the aggre- 
gate overshot In four of them, the 
bank cut official rates just the same. 
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William 
Hill debt 
refinance 
extended 

JBy Maggfe Uny in London 

A meeting of the Brent Walker 
banks has given Standard 
Chartered and Lloyds Bank 

more time to complete the refi- 
nancing of William Hill’s 
£37em ($55lm) of debt. 

Hie lead banks have repeat- 
edly missed deadlines to agree 
a refinancing of the loans 
which are due for repayment 
on March 1. They are said to 
be still a long way short of 
raising the money. 

- However, one hardened fol- 
lower of the Brent Walker 
saga noted that the hanire had 
never met a d eadline in the 
three years since the leisure 
and property group began 
talks with banks about a refi- 
nancing of the group. - 
Lenders to Brent Walker 
fear that if William Hill were 
sold, the parent company’s 
ftzture would be bleak. Brent 
Walker’s re finanetag , finaliwri 
in March 1992, was based on 
the retortion of two cash-gen- 
erating businesses, the Pub- 
master pub chain and the bet- 
ting shops. Disposals of other 
activities have been slow to 
materialise. 

The Brent Walker board is 
believed to be anxious to 
retain William Hill rather 
than be forced by a failure to 
refinance into a float or sale of 
the betting shop business. 

Meanwhile, the merchant 
banks appointed in August to 
sponsor a possible flotation of 
William Hill have been unable 
to begin the pre-marketing 
process considered essential. 

It is understood that advis- 
ers, who had earlier said, a 
decision on the float was nec- 
essary by the end af.lUvtf 
her, have now said ft could be 
achieved if they got the 
go-ahead at the beginning of 
next year. 

The William Bill syndicate 
is in a strong position to 
demand repayment since the 
business is worth considerably 
more than the debt. 

Either a float, estimated to 
raise over £500m, or a trade 
sale for the £470m offered by a 
group of venture capitalists, 
would comfortably repay the 
loan. ' 

While the WWbun Hill leadr 
ere could be persuaded to wait 
a few weeks for repayment, 
that deadline cannot slip far 
beyond the beginning of 
March. 



By John Gapper, 
Banking Editor 


criticise new Basle committee plan 


« 7-7-7: — Up 

their criticism of proposals 
from the - Basle-baaed commit 
tee of international regulators 
to make them set aside addi- 
tional capital to cover naira in 
foreign exchange, securities 
and derivatives trading: . 

A report from the Institute of 
International Finance, the 
Was hin gto n -based group repre- 
senting 175 international 
banks, said the proposals 


would make it harder to com- 
pare banks' financial sound- 
ness. 

It is the strongest criticism 
of the proposals on market, for- 
eign exchange and interest risk 
which the Basle committee put 
forward this year to comple- 
ment capital adequacy rules 
for credit risk. 

Produced by a group includ- 
ing several banks most heavily 
involved in securities and 
derivatives trading, the report 
says a "significant weakness” 
of the proposals is that they 


could undermine the clarity of 
the capital adequacy frame- 
work. 

Under this framework, banks 
must hold capital equivalent to 
8 per cent of their assets 
weighted by credit risk. But 
the new Basle risk proposals 
could vary this figure depend- 
ing on an individual bank's 
exposures in areas such as for- 
eign exchange and derivatives. 

The report suggests this 
problem could be eased either 
by banks disclosing the capital 
they must hold for each risk, 


or by market risk capital 
requirements being converted 
to the same formula as that for 
credit risk so a single capita! 
adequacy' figure is retained. 

The report says a number of 
changes are needed to satisfy 
the aim of establishing a level 
playing field for banks trading 
in securities, derivatives and 
foreign exchange: 

• Banks with better risk man- 
agement systems than that 
proposed by the Basle commit- 
tee should not have to operate 
parallel systems. 


• Banking conglomerates 
should be allowed to consoli- 
date risks and capital require- 
ments across their trading 
entities. 

• Banks should not have to 
report daily to supervisors on 
their risk exposures and capi- 
tal position. 

• Financial options should 
not be weighted by risk purely 
according to changes in the 
price of the underlying asset. 

• Banks should not have to 
set aside capital to cover inter- 
est-rate risks which are 


already covered by market risk 
capital. 

Mr John Haseltine, the insti- 
tute’s deputy managing direc- 
tor, said banks wanted to avoid 
having to duplicate risk man- 
agement systems, which would 
place them at a cost disadvan- 
tage to securities houses or 
unregulated non-financial 
institutions. 

The Basle proposals coincide 
with growing concern among 
bank regulators over the poten- 
tial risks in derivatives trad- 
ing. 


Andrew Baxter and Christopher Brown-Humes on the Electrolux- AEG deal 

A chance to clean up in 
European white goods 


W hen Electrolux of 
Sweden paid DMBOm 
(547,3m) last year for 
a 10 per cent stake in AEG 
Hausgerate, the household ' 
appliances unit of Germany's 
struggling AEG industrial 
group, it set a poser for observ- 
ers of the industry , and rival 
manufacturers. 

Was the purchase by 
Europe's largest producer of 
white goods - washing 
machines, dishwashers, refrig- . 
erators and cookers - a pre- . 
hide to a full takeover of the 
AEG unit? 

Or was it simply designed to 
cement a limited cooperation 
in mannfactnring and product . 
development while preserving 
the German company’s inde- 
pendence? 

Whatever the original inten- 
tions, Electrolux was last week 
offered the opportunity to buy 
the remaining 90 per cent of 
AEG Hansgertte, as AEG, part 
of Daimler-Benz, launched a 

radical shake-up. - -- 

. Less than, ifl months after 
the original deal, a foil take- 
over looks to be programmed 
into the Swedish mufti-nation- 
al’s wash cycle. - 
H a deal is agrapd, analysts 
believe it could cod Electrolux 
a farther DMSOQm. The merger 
would be the most Important 
takeover in the European 
appliances industry since 
Michigan-based Whirlpool com- 
pleted foe two-step, $Llbn pur- 
chase of Philips’ large domestic 
appliances badness in 1991. 

In white goods alone, a take- 
over would enable Electrolux 
to challenge Whirlpool, its 
most powerful rival, for the 
title of world’s largest pro- 
ducer. 


Whirlpool’s sales last year, 
excluding financial services, 
were $7.ibn, identical to the 
combined white goods sales for 
Electrolux and AEG. 

Whirlpool, however, pro- 
duces only white goods, and if 
appliances such as vacuum 
cleaners are included, the com- 
bined Electrolux- AEG group 
would be comfortably the 
world's biggest appliances pro- 
ducer with proforma sales of 
$9^bn last year. 

E lectrolux would also 
extend its leadership in 
the European white 
goods market, with a share of 
as much as 30 per cent, against 
15-19 per cent for Bosch-Sie- 
mens of Germany, 11-15 per 
cent for Whirlpool Europe and 
10 per cent for Merloni of Italy. 

The development of market 
shares and companies of this 
size is due in large part to the 
rationalisation of the white 
goods industry over the past 20 
years. . . . 

£q 1970, 400 companies had 80 
per cent of the European mar- 
ket, but soon only six or eight 
will control 80 per cent, Mr Vit- 
torio Merloni, chairman of the 
Italian producer, said earlier 
this year. 

The inexorable concentration 
of the industry has been driven 
by the need for global or pan- 
European manufacturing effi- 
ciency. 

This “behind-the-scenes" 
rationalisation in humdrum 
areas such as component sour- 
cing gradually frees companies 
to spend more on their sophis- 
ticated brand strategies, and to 
spread the heavy cost of prod- 
uct development over a wider 
sales base. 


Electrolux foresees consider- 
able benefits from a deal with 
AEG, in areas such as purchas- 
ing, research and development, 
logistics and warehousing. 
Electrolux will be able to sup- 
ply AEG with compressors, for 
example, or motor fen units for 
vacuum cleaners, both of 
which the German group cur- 
rently buys in. But the benefits 
of a takeover would go a long 
way beyond manufacturing 
and distribution. 

The big players in the Euro- 
pean white goods business 
each have two or three pan-Eu- 
ropean brands pitched at dif- 
ferent types of consumers, and 
regional or national brands 
where appropriate. 

Electrolux would he adding a 
third pan-European brand. 
AEG, to complement its Elec- 
trolux and Zanussi brands. 
While all three are well-known 
names across Europe, AEG s 
strongest in Germany and 
neighbouring countries, Elec- 
trolux in northern Europe and 
Zanussi in southern Europe. 

I n particular, the deal 
would give Electrolux an 
unrepeatable chance to 
boost its market share in Ger- 
many. one of Europe’s big four 
markets along with the UK, 
France and Italy, to around 35 
per cent 

Electrolux has about 20 per 
cent of the German market, 
but the majority of its sales are 
through Quelle, the big mail 
order company. Owning the 
AEG brand, along with the 
recently revamped Electrolux 
brand, ought to make it a 
much more powerful chal- 
lenger to Bosch-Siemens, the 
market leader. 


| Impact of potential Electrolux-AEG merger j 
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Clearly, Electrolux can make 
a lot more of the manufactur- 
ing and marketing synergies 
through a foil takeover of AEG 
Hausger&te than if it was to 
retain a 10 per cent stake - It 
has an option to acquire 
another 10 per cent, but that 
will probably be subsumed in 
the wider deal. 

As Mr Anders Scharp, Elec- 
trolux chief executive, said: 
“Considering the possible syn- 
ergies between Electrolux and 
AEG, as well as AEG’s very 
strong position on many mar- 
kets in the middle of Europe, 
we view an acquisition as stra- 


tegically correct in the 
long-term." 

And even though the AEG 
unit was profitable last year, it 
faces a better chance of devel- 
oping under the ownership of 
Electrolux than as part of a 
company grappling with big 
losses in other businesses. 

With a European white 
goods market share of about 6 
per cent, AEG could easily 
have found itself caught 
uncomfortably in the middle of 
a polarising Industry - 
between the increasingly pow- 
erful big boys and the many 
remaining niche players. 


Probe may 
change life 
insurance 
tax affairs 

By Andrew Jack in London 

The UK life insurance industry 
may be forced to change the 
way it handles its tax affairs 
following a probe into the 
affairs of one of the largest 
companies in the sector. 

Allied Dunbar, a subsidiary 
or BAT. confirmed yesterday 
that it was to present qp to 20 
separate reports to the Inland 
Revenue's Inquiry Branch at 
the end of Janaary on a range 
of internal tax matters. 

Since the Revenue 
approached it at the start of 
the year, the company has 
used six tax experts from 
accountants KPMG Peat Mar- 
wick on the investigation. 

Mr Bob Gill, corporate 
affairs director, said one of the 
central topics covered is the 
treatment of “soft commis- 
sions”, the in-kind payments 
of eqnipment and other goods 
made by stockbrokers and 
marketmakers in exchange for 
business. 

A second is the way its 400 
branch managers report tax on 
their share of the commissions 
paid to their sales teams, 
which can be up to 20 per cent 
of the value. 

Inquiry Branch normally 
examines serious cases of 
alleged fraud or manipulation, 
bnt Mr Gill said this probe 
was on “technical” matters. 

He said Allied Dunbar had 
resolved with Revenue offi- 
cials over the summer a sepa- 
rate discussion on the way 
interest-free loans paid to its 
4,500 sales staff during times 
of low commission, and this 
did not form part of the cur- 
rent investigation. 




The Markets 
this week 

Starting on page 27 


PETER MARTIN: 

GLOBAL INVESTOR 
As the 
Bundesbank 
meets to set 
next year's 
monetary 
policy, the 
outlook for 
the German 
economy and 
financial markets has 
rarely been less certain. 

Will 1994 see a brisk 
recovery in eastern 
Germany? Page 27 

MARTIN WOLF: 

ECONOMIC EYE 

The Uruguay 
round of 
multilateral 
trade 

negotiations 
is at what is 
supposed to 
be a 

deadline. 
Pressures created by 
deadlines are the sole 
justification for an insane 
procedure. Page 27 

Bonds: 

How vulnerable would the 
US corporate junk bond 
market be to the sort of 
draught that would hit the 
financial markets from a 
jump in short-term interest 
rates? Page 28 

Equities: 

The prolonged squeeze on 
positions at big 
marketmakmg houses 
means share prices will be 
forced up if US and 
continental European funds 
hit London again this week. 
Page 29 

Emerging markets: 

Istanbul has outperformed 
most emerging markets, 
but only if government 
finances are tackled can the 
market achieve new 
heights. Page 30 

Currencies: 

Speculation that the 
Bundesbank will cut 
interest rates is likely to 
mount Page 39 
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This week: Company news 


MiMLER-bBB 

Diet set to 
improve after 
grim build-up 

Journalists invited to the Daimler-Benz 
press conference on Wednesday have 
been tokl they must fare without their 
traditional Christmas dinner and make 
do with "a concentrated dose of 
■ information”. 

.The message is plain: the worst may 
be over for Germany's biggest - 
ttnfostriaf group, bat there are stall 
sacrifices to be made. 

Most of the news usually garnered 
at the December conference is already . 
out Grim third-quarter results - 
making a DM2bn <*l-lbn) deficit for 
the .first trine months - were released 
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TRAFALGAR HOUSE 

A further sweeping 
of the decks 

The new management at Tra fa l ga r 
House is expected to undertake a 
thorough house-cleaning operation 
- lYM-hiding - further extensive asset 
writedowns and provisions - when 
the troubled conglomerate reports its 
full-year results on Tuesday. 

The group is now firmly under the 
sway of Hong Kong Land, which holds 
a 25 per cent stake and counts the 
chairman and finance officer among 
its board representatives. 

Although Trafalgar is expected to 
post a small underlying profit, further 
provisions of up to £15Qm ($224m) are 
expected. The group took a £120m 
charge for restructuring and property 
write-downs at the Interim stage. 

After tie provisions, Trafalgar's 
pre-tax losses for the year to September 

30 may total £Z50m. compared with 
a £30 -3m deficit last time. 

It is generally assumed these will 
be the last write-downs, therefore 
marking a low point for Trafalgar's 
profits. HOwever, the gr oup’s 
businesses, which range from 
engineering and construction to 
property and shipping, are still likely 
to lag' the general economic upturn. 

The market is also awaiting detai ls 
of an expected £400m rights issue, 
designed to complete the repair of the 
balance sheet 

The company has already indicated 
that the total dividend for the year 
will he 3-25P, down from 6p. 


OTHER COMPANIES 

Air France to spell 
out cost cuts 

Today Mr Christian Blanc, chairman 
of Air Prance, is due to unveil measures 
aimed at stemming losses at the 
state-owned airline. Mr Blanc, who 
took over in October following a bitter 
strike which prompted the departure 
of Mr Bernard Attali, is seeking to 
cut 2,100 jobs through voluntary 
measures. The airline is expected to 
report losses of about FFr7bn ($1.2bn) 
this year. 

■ New York exchanges: On Tuesday 
the board of directors of the New York 
Mercantile Exchange is expected to 
vote on a plan to merge with the 
Commodity Exchange in a move that 
will unite New York's two largest 
commodities exchanges. 

■ Eurotunnel: On Wednesday the 
Channel tunnel operator is scheduled 
to hold an extraordinary general 
meeting in London to approve a 
one-for-three rights issue to raise half 
the £lbn ($L49bn) extra financing 
needed to cover the tunnel's costs until 
1998. when tt is scheduled to start 
breaking even- Eurotunnel is seeking 
the remainder from its bankers. By 
1998 It estimates the total cash 
requirement for the project will total 
£10bn-£965m more than existing 
resources. 

■ Credito ItaUaqo: Investors who have 
applied for stock in the privatisation 
of Italy’s seventh biggest bank will 

be told on Wednesday how many shares 
they will receive. As the issue has been 
almost seven times oversubscribed, 
allocations will be cut hack sharply, 
and some of the stock due to be sold 
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to foreign institutions may be clawed 
back to satisfy domestic retail demand. 

■ Peugeot-Citroen: On Thursday Mr 
Jacques Calvet, head of the French 
vehicle ’group, will give his annual 
press conference. He will discuss the 
state of dometlc and international car 
markets and prospects for next year. 

■ US healthcare industry: Tbe New 
York Society of Security Analysts hosts 
a seminar on the healthcare industry 
on Friday. Speakers will Include Mr 
Argeris KarabeJas, bead of SmithKline 
Beecham’s North American 
pharmaceuticals business, and Ms Jami 
Rubin, a drug industry analyst with 
Nomura Securities. 

■ Asda: On Friday the UK's fourth 
biggest superstore group is expected 
to announce a substantial increase 

in first-half pre-tax profits to £75m-£85m 
($12Sm), from last year's pre-exceptlonal 
figure of £46 m. Analysts will be keen 
to hear more details of how the recent 
sale of the Allied carpet business to 
Carpetland will benefit Asda's cost 
structure. 
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No. we'ie not seriously suggesting 
you try ft. Because Novell already have — 
several unes a day, in front of thousands 
ot people attending a maior networking 
exhibition. Dropped several ions ot metal 
onto an Bone* PC-400 /F SFT ill server, 
that is. 

As ynu can see, It makes a bit ot a 
mess. But what better way to demonstrate 
the benefits of a faulwolerant NetWare 
server system from Bona*? 

With an Bone* SFT III system, if 
something unforeseen shuts down your 
main server, a second, 'mumed' server 
wMi take over without batting an eyelid. 
Everyone on the network can continue 
working without Interruption. A comforting 
thougrc If that network happens to be 
crucial to your business. 

The cost of an unstoppable network 
horn Bone*? Probably less than you 
would imagine. CXr highly- experienced 
network engheers provide pre ■ safes 
support, system configuration, training 
and unlimited telephone hotline support 
as part of the overall system cost — not 
as 'extras'. And like our renowned 


Have Elonex come up with a truly 
unstoppable network? Try this simple test. 



personal computers. Bone* network 
systems offer remarkable value for 
money. 

We buld network products to order 
n our own factory — one of the most 
advanced computer rnartufactunrg taeflftfes 
in the world — and then supply them 
ready to run, out ot the bo*. Everything 
from energy-saving LAN workstations to 
Pentium RAID super servers. What's more, 
longstanding partnerships with industry 
loading software developers such as Novell 
‘ and Microsoft mean we nave me expertise 
to support your operating systems too. 

PM out more about advanced wxvar 
system and workstations from Bonn. 
Cafl our Louden or Bradford office and 
Mk lor the networking dep artm e n t 

London 

081-452 2444 
Bradford 
0274-307228 
Cumbernauld 
0236452052 
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Prudential to 
double venture 
capital funds 


By Andrew Jack 

Prudential Corporation, the 
financial services and life 
insurance company, yesterday 
announced that it was to more 
than double the funds ear- 
marked Eor venture capital 
investment to £50Qm. 

The new allocation is a tiny 
proportion of the £60bn the 
Prudential holds under man- 
agement. but could provide a 
substantial boost to the total 
funds available for investment 
in smaller companies as they 
emerge from recession. 

Mr Paul Brooks, head of Pru- 
dential Venture Managers, 
said: “This probably puts us in 
the number one slot for cash 
available for investment in 
smaller companies. The Pru is 
saying we are open for busi- 
ness." 

He said he expected the 
£500m would be spent over the 
next three to five years, and 


most would go towards man- 
agement buy-outs in the UK. 
This year Venture Managers 
has only invested about JBQm 
in new funds in capital ven- 
ture. 

Prudential currently has 
£2l0m of venture capital 
invested at cost, mostly 
injected over the past six 
years. It realised £110m from 
£40m invested at cost In the 
year to date. 

Mr Brooks said the money 
would be diverted from the 
proceeds of investments across 
Prudential and would not be at 
the expense of any other single 
activity. He said his only target 
was to outperform returns on 
the FT-A All-Share index. 

Venture Managers invests in 
companies capitalised within 
the £10m to £5O0m range, with 
most in the £20m to £l50m 
range. It does not generally 
deal with start-ups, or with the 
insurance or property sectors. 


Contract problems 
hit Triplex Lloyd 


By Paul Cheeseright, Midlands 
Correspondent 

Shares of Triplex Lloyd 
tumbled 11 per cent, from 144p 
to I28p on Friday after the 
industrial engineering group 
announced reverses at ED 
Hinchcliffe, the curtain walling 
company in Its engineering 
division. 

Losses of £2.3m at Hinch- 
cliffe. caused by overshooting 
of costs on three contracts, 
meant that group pre-tax prof- 
its for the six months to end- 
September were cut by 56 per 
cent to £l.45m, against £3.3lm. 

The losses wiped out operat- 
ing profits of the company's 
growing power and automotive 
divisions. The overall figures 
were ameliorated by the inclu- 
sion of property profits arising 
from tbe sale and leaseback of 
a Sterling International Tech- 
nology plant. 

Earnings per share dropped 


to l.6p (4.6p). Nevertheless, the 
directors are maintaining the 
interim - and now uncovered 
- dividend at 2-5p, seeing the 
Hinchcliffe Loss as what Mr 
Colin Cooke, chairman, 
described as “a setback against 
otherwise steady progress.” 

Problems at Hinchcliffe, 
detected as it reached the clos- 
ing stages of the contracts and 
likely to drag the second half 
results down by £800.000, led to 
the postponement of plans for 
a new acquisition by the auto- 
motive division. 

Triplex Lloyd has been 
investing in both its automo- 
tive and power divisions. With 
the disposal or Thermovi trine, 
a glass processor, it has started 
to sell Its building products 
companies. Offers have been 
received for all of them except 
Hinchcliffe. where a severe 
restructuring is taking place. 

Overall group turnover was 
virtually unchanged at £81.4m. 


Hanson 
indicates 
the next 
chairman 

By Maggie Urry 

Hanson's annual report, 
published yesterday, spelt out 
for the first time that Mr 
Derek Bonham is expected to 
succeed Lord Hanson as chair- 
man. 

In his statement. Lord Han- 
son said “the appointment of 
Derek Bonham as deputy 
chairman indicates tbe board's 
succession plans”, 

Mr Bonham, chief executive 
since April 1992, was made 
deputy chairman last month, 
and the stock market had 
taken this to mean that he 
would succeed Lord Hanson, 
who is 71 and doe to retire in 
1997. Mr Bonham Is 50. 

Lord Hanson received a 
modest pay increase, from 
£l.35m to £1.3 6m, after suffer- 
ing a cut from £l.3Sm in 1992. 

The group also referred to a 
"tentative agreement” 
between the mineworkers 
onion and the coal producers 
in the US, reached on Decem- 
ber 7. It said, “hopefully this 
win lead to an end to the US 
coal strike”. The strike, which 
began in February, cost Han- 
son £125m in the year to end- 
September. 

The accounts show Hanson 
made provisions of £481m on 
acquisitions, most relating to 
Quantum Chemical Corpora- 
tion which was bought on the 
last day of the financial year. 

This was a much lower level 
of provisions than was made 
for the acquisition of Beazer in 
1992 and Peabody in 1990, 
which required substantial 
provisions for environmental 
and health related benefits. In 
1992 provisions on acquisi- 
tions totalled £1.69bn and in 
1990 they were £2.lbn. 

There was a rise of £956m in 
provisions to £5.82bn. with 
exchange rate movements 
alone adding £8 23m to the 
total. Provisions utilised 
totalled £530m. partly offset 
by £199m of provisions set up 
during the year, most of which 
related to pensions and 
employee obligations. 

Hanson maintained its 
£100,000 contribution to the 
Conservative party and 
£15,000 to the Centre for Pol- 
icy Studies. It gave £&3m to 
charity around the world. 


Fund managers 
shift investments 


By Andrew Jack 

Fund managers are increasing 
their investment in UK and US 
equities at the expense of 
Japan and continental Europe, 
according to the latest Smith 
New Court/Gallup survey 
released today. 

In a poll conducted last week 
of 85 institutions, 27 per cent 
said they would be increasing 
their holdings of UK equities in 
December, compared with 
none when asked in November. 

The proportion planning to 
increase Investment in US 
equities was 17 per cent, the 
first positive figure since Feb- 
ruary this year. Those institn- 
tions tntpnriing to raise their 
Japanese equity holdings fell 
from 17 per cent in November 


to 8 per cent this month. 

Just I per cent said they 
would Increase* continental 
European holdings, compared 
with 21 per cent in November. 
Increased investment was most 
likely in French equities, and 
least likely for German shares. 

The fund managers on aver- 
age believed there would be 
further improvements to the 
UK economy over the next 
year, with the UK economy 
growing at 2.6 per cent and 2.7 
per cent In 1995. 

They forecast inflation of 3.8 
per cent by the end of 1994 and 
expected base rates to be fur- 
ther reduced to 5 per cent In 
the same period. They pre- 
dicted earnings per share 
would grow by about 15 per 
cent in 1994. 


South African bank to 
invest £13m in Lloyd’s 


Keller for market 
valued at £60m 


By Tim Burt 

KeDer, the former engineering 
subsidiary of GKN. is planning 
to come to the market next 
year in a flotation valuing the 
company at £60 m. 

The specialist underground 
foundations business, acquire d 
from GKN three years ago in a 
£26m management buy-out, 
alms to use the Dotation to 
finance overseas expansion. 

Projects in North America 
and continental Europe 
already account for more than 
80 per cent of Keller’s profits 
and the group wants to 
increase its share of the inter- 
national construction market, 
particularly in Germany. 

Kleinwort Benson, which is 


handling the notation, expects 
a market launch in tbe spring, 
alt ho u g h the size of the share 
issue bas not been decided. 

Mr Jim Hamilton, head of 
corporate finance at Kleinwort 
Benson, said yesterday that 
fresh finance would enable 
Keller to exploit construction 
opportunities in east Germany, 
where large-scale Infrastruc- 
ture modernisation is under 
way. 

The company is also under- 
stood to be considering an 
acquisition in the US, where it 
has a base near Chicago. 

Strong international demand 
helped Keller to increase prof- 
its last year to 97.3m, up 65 per 
cent in the three years since 
the buy-out. 


By Richard Lapper 

One of South Africa’s largest 
banks will today announce a 
mm investment in a Lloyd's 
insurance subsidiary, provid; 
mg a much needed fillip for the 
insurance market's initiative 
to attract corporate capital. 

Amalgamated Banks of 
South Africa (Absa), a bank 
holding company with insur- 
ance interests, will Invest 
about £6 .5m in Absa Syndicate 
Investments (AbstQ. which will 
support about 12 syndicates 
with some £i3m in capacity. 

Mr Louw Van Wyk, manag- 
ing director of Absa Financial 
Services, said the bank already 
had a long-standing naanrlaHnn 
with Lloyd’s through its insur- 
ance and broking activities. 


Absil will work with the Wei- 1 
linglnn Members* Agency, one 
of tiie market's largest, which 
looks after the affairs of 600 
Names. Mr Johan Avery, chair- 
man of Wellington, said the 
Absa decision was particularly 
encouraging following the 
recent failure of a number of 
capital raising efforts, 

Last Monday Salomon 
Brothers, the US investment 
bank, and Johnson & Higgins, 
the insurance brokers, 
announced the withdrawal of 
their London Market Investors 
vehicle, which had aimed to 
raise $300m (£20 lm) for 
Lloyd's. 

Three UK trusts have also 
failed to gather support - 
Minories Investment Trust, 
Nelson Lloyd's Trust and John- 


son Fry Corporate Insurance 
Recovery Fund. 

Another US fund, Lutine 
Capital Corporation, bas expe- 
rienced difficulties in persuad- 
ing enough US investors to 
support another §300m initia- 
tive and could fail to meet its 
minimum capital target of 
5200m by a December 15 dead- 
line. 

Overall however, investment 
trusts and Insurance compa- 
nies have committed more 
than £860m in capital to the 
Lloyd’s market, with Lloyd's 
easily exceeding its initial tar- 
get of £5Q0m- 

Absa was formed in early 
1991, following an agreement to 
merge the interests of the for- 
mer Allied,' United and Volks- 
kas banking groups. 


Sanderson scores 19% rise 


Winchester Multimedia issue 


By Paul Cheeseright 
Mkflands Correspondent 

Winchester Multimedia, form- 
ed seven months ago by a team 
led by Mr Gary Smith, is seek- 
ing to raise £l.34m by the Issue 
of 25m new shares at 60p each. 

The new shares will account 
for 32 per cent of the enlarged 
equity of the company which, 
on the basis of the offer price. 


will be valued at £4^6m. 

The Issue is sponsored by 
Allied Provincial Securities 
and JP Jenkins will make a 
market in the shares, provid- 
ing deals on the basis of 
matched bargains under Rule 
535(2) of the Stock Exchange. 

The company is trying to 
build up a portfolio of intellec- 
tual property rights In the 
entertainment sector. 


By Alan Cane 

Sanderson Electronics* success 
by proxy was boosted last year 
as Sheffield Wednesday, the 
football team it sponsors to the 
tune of £250,000 a year, reached 
the finals of both the FA and 
Coca Cola cups. 

Now the company, a soft- 
ware house specialising in 
open systems applications, has 
scored a 19 per cent increase in 
pre-tax profits from £2£m to 


£3.32m for the year to 
September 30 as the group 
achieved its 10th consecutive 
year of revenue growth. 

Mr Paul Thompson, chair- 
man. said the increase in prof- 
its bad been achieved despite 
difficult trading. 

Earnings per share rose 6 per 
cent to 25.4p (24p) despite a 
higher tax charge, and the divi- 
dend. already paid, is 9Ap (9p). 
The interim dividend for 
1993-94 is unchanged at 5.4p. 


Turnover was 10 per cent 
higher at £23. 6m (£21.4m). 

The company has now 
reduced its shareholding in 
General Automation of the US 
from 49 per cent to below 19 
per cent and a further reduc- 
tion is likely in line with 5. 
Sanderson’s strategy of concen- 
trating on its core UK busi- 
ness. 

Gearing bas been cut to 90 
per cent (147 per cent); Interest 
fell from £461.000 to £287,000. 
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TARGET 

SECTOR 

VALUE 

COMMENT 

France Telecom (France)/ 
Deutsche Telekom (Germany) 

Joint ventixe 

Telecoms 

£7 62m 

First step In 
collaboration 

Corange (Bermuda) 

CeflPro (LFS) 

Biotechnofogy 

£147m 

Stake starts 
attance 

Embraco (Brad) 

Unit of WhMpoof (US) 

Refrigeration 

£70m 

Buying partner's 
ttaHan unit 

Accor (France) 

Paranoia (Hungary) 

Hotels 

£38m 

Accor feeds 5194 
investment 

Bridge OB (Australia) 

Assets off Santa Fe Energy 
Resources (US) 

OU & gas 

£33m 

Acquiring 

reserves 

Bemroae Corp (UK) 

Mcdeeiy-Cumming (US) 

Publishing 

Cl 8m 

Bolstering US 
presence 

Laboratotre Chauvbi 
(Trance) 

Unit of Smith & Nephew 
(UK) 

Ophthalmic 

solutions 

Cl 8m 

Proceeds to 
cut debt 

Samsung Coming 
(S Korea) 

Femsehglas Tschemfiz 
(Germany) 

Glass 

n/a 

Price set next 
year 

Electrolux (Sweden) 

Unit of AEG (Germany) 

Domestic 

appfiances 

n/a 

Part of AEG 
shake-out 

Investor consortium 
(UK/US) 

Mforag (Germany) 

Coal mining 

n/a 

Much investment 
promised 


To die holders of 
Carlton Communications Pic 
7.5 per cent Convertible Subordinated Bonds due 2007 

and 

6,000,000 Exchangeable Capital Securities 3 * 1 

NOTICE Of PECGMMEMDED OFFERS Of4 BEHALF OF CARLTON COMMUNICATIONS Pic 
FOR CENTRAL INDEPENDENT TELEVISION pic 

Notice r hereby given lhat Hambros Bank Unwed ('Hambros') has annowced on behalf of Carlton Commurvcaoons Pic 
'.“Carton") 'tat t>/ means of a formal offer document dated and despatched on 1 0th December. 1593 (the ‘Offer 
Document*). Hambros nude -lifer, (the "Offers") on behalf of Carlton for 

fa) aP the a-.jsun^ unconditionally allotted and issued fuBy paid ordinary shares of Central Independent Television pfc 
( “Central') and any farther Central ordinary shares i^oondroonaBy allotted or ssued fiiy paid on or before list 
December. lor such taler datefsl as Carlton may deode) and am Central ordinary shares wcondbonjlty 
allotted or esue-d whist the Offers remain open for acceptance either on the e> erase of options granted under 
Cei Hi als shire option schemes or on the n- erase of conversion rights under the Central con v ertible bonds 
("Central shares "t other than Central shares already owned by Carter; and 

lb) all the issued 6 5 per cent. Convertible Subordinated Bonds of Central due 2008 ("Central convertible bonds’), 
con-.orritle nto Central ordmar, shares 

Th-_- oner for the Central shares comprises for every 100 Central shares: £B50.62 in cash; 1 14 new Cariton 
ordinary shares; and 875 new Carlton 53p (net) cumulative convertible preference shares (’new Carlton 
preference <bai «'• and so m proportion for any other number of Central shares held. The offer for the Central convertible 
bond', co-'i-pr.-jis for every (5,008 nominal of Central convertible bonds: (2,(2427 in cash; 325 new Carlton 
ordinary shares; and 2,494 new Carlton preference shares, and so in proportion for ary other nominal anxxsrt of 
Centra: c vr.ertiolL- bonds held 

■ Con?.'. -I shareM-irs and tc'nj hoi dors can elec: to receive Carton low notes instead of all or part of the cash 
■A.-rr.-.r: :.f iru OiV-rs on the basn of £.1 nominal of loan notes lor every U cash receivable under the Oilers and fractional 
er!jt!,;ir.-;.'s, will be dvwir-ied 

Acol-cilrtai rdi i.”.T made for the new Cariton ordinary shjres and the new Carton preference shares (but not the loan 
r.-iacsiJoev.id-T-.ttcd to the O I foal L.-.t of the London Slack E-charve. No application has been made or is intended to be 
made I :-r the re.-. Cirl?:n ci dinar, shares, the new Cariton preference shares or the loon notes to be Filed or dealt n on 
an. -rhc.- stoc- c-cS-j-vji.- 

"c o: n Cent! ai ioreSs-Wer i and i>x'dhoMcr, can under rruv ar-i match elections elect to vary the proportons msvhvd\ 
H ivO.kc -it ,h i ;-r al!vr-vi!..r:l% Inn notes), new Carlton ordinary shares and new 'Carlton preference shares. The 
i -„v T-nim sswi oi c.:>h (or alternatively loan notes) and the ma-imum numbers of new Cariton ordinary shares and new 
Cv!r.:.ii orrjfi.-n.-r shares ; a co issued utvJi.t the Offers will not be vaned as a result of mix and match ejections. The ability 
: s -at jf, -ni . ard .-natch eleo;ns made b - accepting Central shareholders or bondholders w(l depend -an other accepting 
Central sharehc! icr*. jnd bondholders mil rg clfsettmg elections 

The rr at rv. of ti e Offers m. or to r.jrra-n persons resident m. |urodictions outside the United Kingdom or who are aniens, 
re-; dents or national", of ether mu-ions may tie affected by the laws of relevant overseas predictions. Central shareholder, 
and t-endnot-i'-rs /.ho ar-.- tiMerr.. res-dcf ts or nationals of other countries should inform themselves about and observe 
•»nv apcJi iabl-: -rri! ro'tijirc'r.nn-.s and wil 1 be responsible tor the payment of any issue, transfer or other cares by 
v.Kn.-r !--•.> -ji— j.iplo .n '4J :h tOT-nfor. . 

Th-_- Oilers .n>* mac-.* diretil* or -nrtreedy. in or by use of the mails of. or bv any means or mstrunenfality of 

•nter.tare ?r f.-.r-.-^nccmnwrcecf. or ar>r faciliti'*'. of a n.atj.jrtal -x-cuntjes e*rhjnge of. the United States. This includes birt is 
net i maed to f.'cvrr*? ir.v-.rTiiv.ion. tele* and telephone. Furthermore, the new darken ordinary shares, dw new Carlton 
pi 'if-.—inc.- slwv--.. (ho bar* rotes, and the new Carlton ocimrv shares issuable upon conversion of the new Carlton 
preference sh’fes n - .e r.rt been and will not be registered under the United States Securities Act 1933 and may not be 
offered. o- de 1 - .’.ni dicctU or indirect! /■ m die United States. 

The Oilers jiixh hi.e be.;-! made by means of the Offer Document are capable of acceptance on and after 1 0th 
December I -JO ■ in i: :■%-.?. iro_- wish staj terms and condip-xis set out or referred to in the Offer Dooument and the rotated 
form; of accept ’.nee -Vt-tep tar scs of the Offers sHovd be received bv n.3 taler thin 3.00 pm. on 3 1st December, I ^93 (or 
such ta-.e-- turtv.i a— a or .jatn'si as tjiiwn nui. subject ro rhe Citv Code, deode f. 

Ar e’lritriiin-sr. 7 --ri;TCi meeting cf Canton his been convened for Sth Januar,. it. which Carttan ordinary 
-.hiro*-.:idors .-.ri be a: ; cd t : approve, in re- iji'*j the acdusiti-an of Central arnd the steps recfured to be taken in oonnection 
with Ciriior iartirjr\ thireh-jilenj have been sent a circular canummg information relating to the Oilers, listing 
particulars rcon'invn-^ riionratiori rctatmg to ih« Olfi?rs. Cer.tral and the rights attached to the e-osting Carlton ondnary 
^--ircs. :h>? c • Cariton t tip tnctj cumulative C'bnoertible redeemable preference shores, new Carlton ordinary shares, 
ncv. Cniloi’ pr-.f .-ri.r.ce rhircs. Carfr.jn u-chongtsibb i^ipnta! secunbus. Carlton dollar preference shares and the loan 
n.jt'.-.i the r. cojn ;f.;r oifiarnuncn only) ar»j forms of pro-v tor use bv Carton .trdaurv shareholders at the 
r .--:ra:r.Jif-,ir. o.-tiorai m«tn.-. These d-xurm.-nts arc also available on rec^jcst from either of Notional Westminster Bank 
FI;. T - ef nmerj. f* O SI Onton House: RctiJctfie Way. Bnstol B599 7NH or Hambros Bank Limited. 41 

■ crec- h till. L-yieen cC3! 1 -tHA. 

This advcrti ..-iih.—t i'. published e.i befuff of Orlton ar-i has been approved by Kunbros. a member o! The Securities and 
hi.-t-jri.-j -■-urtirr-. TcitiSj for -f»> f-uq-.aio-; of 'seoian 57 of th»» financial Services Aa 

The " rccoi' > Cui'.i?n aco.-r: respoTOb lit;. »br the nfonrvjtcn cor.roined m this advtrteemcnt and to the be 2 ol ti^sr 
knoAVri-j: and cd-if (ta.-n?, t-V.en all roowivtbfe ore to enwre that Such is the ease) the mrormaiion contained in this 
advxtr.imcr*. o it. cc'.cn dan-’.*: -.--■'■.S the Iks and 0-313 not csw to affect the airport of swh information. 

hi.-. ,sAvrr-.r -j-n: v. ;'.v t ,(. maw imposes any end does nor and must not be construed >r, an oflry 

DthDwfrn&ei.t^a 


Recommended Offers on behalf of 
Carlton Communications Pic 
for Central Independent Television pic 

Hambros Bank Lmted f Hambros") anraunces on behalf of Carton Communications Pic ('Cariton") that by means of a 
formal offer document dated and despatched on 1 0th December, 1 993 (the "Offer Document"). Hambros made offers (the 
“Offers'! on behalf of Carlton for 

(a) al the existing mcondoi anally allotted and issued fuBy paid ordinary shares of Central Independent Television pic 
("Central") and any further Central ordinary shares uncondrtkxuHy allotted or issued ftify paid on or before 
3 1st December. 1 993 (or axh later date(sj as Cariton may deode) and any Central ordinary shares uKondiaonaOy 
alotted or issued whist the Offers remain open for acceptance other on the exercise of options granted under 
CentraTs share option schemes or on the exerase of conversion ri#tcs under the Central oonvert*ie bonds 
("Central shares') other than Central shares already owned by Cariton; and 

(b) aJ the issued 6.5 per cent Convertible Subordnated Bonds of Central due 2008 ("Central convertible bonds') 
convertible nto Central ortinary shares. 

The offer for the Central shares (the 'Ordnary Offer") compress lo r e v ery 100 Central shares: CXSKiM. in cash; 1 1 4 
new Carlton ordinary shares; and 875 new Carfton 5J5p (net) cumulative conve r tible preference shares 
("new Cariton preference shares") and so m proportion for any other number of Central shares held. The offer for the 
Central convertible bonds comprises for every £5,000 nominal o 4 Central conver tib le bonds: £2,42427 in cash; 
325 ne«r Carlton ordinary shares; and 2,494 new Cariton preference shares, and so in proportion for any other 
nomnal anxxnt of Central convertible bonds heU 

Accoptng Central shareholders and bondwlders can elect to receive Cariton loan notes nstead of all or part of the cadi 
element of the Offers on the basis of L\ nomnal of loan notes for every O cash receivable tnder the Offers and any 
fractional entitlements will be disregarded. 

AppScation has beer made for the new Cariton ordnary shares and the new Cariton preferervre shares (but not the loan 
notes) to be admitted to the Offoal List of the London Stock Exchange. No application has been or s intended to be made 
for the new Cariton ordnary *ares. the new Carton prelerence shares or the loan notes to be listed or dealt in on any 
other stock c> change. 

Accepting Central shareholders and bondholders cjn inder m« and match elections elect to vary the proportions in whch 
they receive cash (or alternatively loan notes) new Cariton ordnary shares and new Carton preference shares. The 
maximum amount of cash (or alternatively loan notes) and the maxmurn numbers or new Cariton ordnary shares and new 
Cariton preference shares to be issued under the Offers will not be vaned as a result of m« and match elections. The ability 
to satsfy mn. and match elections made by accepting Ceraral shareholders and bondholders wij depend on other accepting 
Central shareholders and bondholders making offsetting elections. 

The Offers whkh have been made by means of die Offer Document are capable of acceptance on and 
after 1 0th December, 1 993 In accordance with the Berms and condltlom set out or re fe r r ed to in the Offer 
Document and the related Forms of Acceptance. Acceptances of Che Offers should be received by no later 
than 3.00 p.m. on 3 1 it Decemb e r, 1 993 (or such lacer time(s) and/or date(s) as Carlton may, sub}c*xeo the 
City Code, decide). 

The Offers are, by means of this advertisement, extended to all persons to whom the Offer Document 
may not be despatched who hold, or are entitled to have unconditionally allotted or Issued to them. 
Central shares or Central convertible bonds (whether in definitive bearer form, whether or not held 
through the Eurodear System or Cede), or in regseered form). 

TTemakngof the Offers In. or to certan persons resdent n. (urisrtcoons outside the Urwed Kngdom or who are citizens, 
residents or nationals of other countries may be affected by the taws of relevant overseas jursdrebons. Central shareholders 
and bondholders who are citcens. residents or nationals of other countries should inform themselves about and observe 
any apphoble lejpl requirements and wiB be responsible Tor the payment of any issue, transfer or other taxes by 
whomsoever payable m such territory. 

The Offers are not bemg made d rectfy or indirectly n or by use of Che mais of or by any means or instrumentality of 
ritcrsoie or Foreign commerce of, or any feoSnes of a national securities exchange of, the Unded States This includes but is 
not limited to faesmtie transmission, telex and telephone. Persons wishing to accept the OfTers should not use such mab or 
any such means or instrumentality for arty purpose d reedy or ndrectiy related to acceptance of the Offers and so doing 
may nvakdate any purported acceptance. Any acceptance of the Offers by persons who are triable to give the warranty set 
out n paragraph 9(d) of Part B of Appends ! to the Offer Document (relating to US restnedons) w* be disregarded. 
Furthermore, the new Cariton ordinary shares, die new Cariton pre f erence shares, the loan notes, and the new Cariton 
ordinary shares issuable upon conversion of the new Cariton preference shares, have not been and will not be regstened 
under the Urwed States Sooinws Act 1933 and may not be offered, sold or def v ered drediy or indreedy *n the United 
States. 

The fuD terms and condtiomofthe Offers are set out in the Offer Document and in the related Forms of Acceptance. The 
advertiserrvrn alone does not constitute and must not be construed as an offer, and accepting Central shareholders and 
bondholders may Orly rely upon the Offer Dooment and Forms of Acceptance far all the terms and conditions of the 
Offers. Copies of the Offer Dooanent Forms of Acceptance and the accompanying bong particulars relating to the new 
Cariton ordnary shares and new Cariton preference shares will be available for collection from Notional WeSmrftster Bank 
Pt ftegstrar's Department. New Issues Section. 15 feathorst o ne Street. London EClY 8QS or from Hambros Bank 
Limited, 41 TowwFHL London EC3N4HA. or from The Chase Manhattan Bank. NA*Woolgate House. Cbieman Street 
London EC2P 2HD. Thrs advertisement shall be deemed to be notice by Central to Central borKhoiders.gven pursuant to 
Oa/se l l(G) of the Trust Deed (as referred to r parag-aph 12 of Part IX of the tetng particulars) that the Ordinary Offer 
hat been made. 

Ths adverticement b published on behalf of Cariton and has been approved by Hambros. a member of The Securities and 
Futures Authority, solety for the purposes of Section 57 of the Franoal Services Act 1984. 

The Directors of 'Cariton accept responsWity for the information ooncained in this advertisement and to the best of their 
knowledge and befcef (having taken all reasonable tare to ensure that such is the case) the rformation contained in tho 
advertisement S in accordance with the facts and does not omit anything likely to affect the import of such information. 

1 3th December. 19^3. 




U.S. $150,000,000 



Bank oF Ireland 

fEstotifcJwtf in Ireland by Cfumv tn >733. ana having hmted Oabl/kr } 

Undated Floating Rate Primary Capital Notes 

in accordance with the provisions of the Notes, notes is hereby 
given that tor the three month Interest Period from December 13 
1993 to March 14, 1994 the Notes will carry an Interest Rate of 
3.625% par annum. The Interest payable on the relevant interest 
payment daw. Match 14. 3994 wit be U.S. S&i.ea m no 
SlO.QOO principal amount. 

By: The Chase Manhattan Bank, N A. 

London, Agent Bank 


chase 


December 13,1993 
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PFANDBRIEF 




SOLID VALUE FROM THE GROUND UP 


« 






V^hen this classic example of German quality workmanship first came off the assembly line in 1945, the 
Pfandbrief idea in Germany was already 175 years old. Today, Germany’s Pfandbrief system is still going strong, 
accounting for about 40 % of the entire fixed-interest securities market in Germany. This means about DM 832 

billion invested in outstanding Pfandbriefe at year-end 1992, of 
which the nation’s 26 private mortgage banks accounted for 
DM 503 billion. International investors seeking currency 
diversification have to be impressed with the 


stability of the D-Mark. And with the time- 
tested endurance and safety of Ger- 
% many’s Pfandbrief system. What’s 
more, investors with very low risk 
tolerance have to like the fact that 
Pfandbriefe generally pro- 
vide higher yields than German 
Treasury bonds (Bunds). Pfand- 
briefe in Germany are bonds of a special 
kind, issued to refinance mortgages or public projects. What makes them so special are the many requirements 
stipulated by Germany’s Mortgage Bank Act. For instance, Pfandbriefe can only be issued by specially authorized 
banks which are also fully liable for each issue. They are secured by mortgages or by public-sector loans. They must 
carry backing of separate funds with at least matching yields and maturities. And all Pfandbriefe are monitored by 
a trustee designated by the state. The track record for safety? No investor has ever failed to receive 100 % repayment 
of a Pfandbrief held to maturity. To find out why some things improve with age, 
have a look at Germany’s Pfandbrief system. 





I 


German Pfandbriefe are officially quoted on 
German stock exchanges. Issuers actively 
maintain a well-functioning secondary market. 


] SOME THINGS IMPROVE WITH AGE. 

I • 


GERMANY'S MORTGAGE BANKS 

DEPFA-BANK, WIESBADEN 
BAYERISCHE VEREINSBANK AG, MUNCHEN 
HYPO- BANK, MUNCHEN 

DEUTSCHE HYPOTHEKENBANK FRANKFURT AG f FRANKFURT 
RHEINHYP, FRANKFURT • 

DEUTSCHE GENOS5ENSCHAFTS- HYPOTHEKENBANK AG, HAMBURG 
FRANKFURTER HYPOTHEKENBANK AG, FRANKFURT 
DEUTSCHE CENTRA1BODENKREDIT-AG, KOIN 
BAYERISCHE HANDELSBANK AG, MUNCHEN 


WESTHYP, DORTMUND 
BERLIN HYP, BERLIN 

SUDDEUTSCHE BODENCREDITBANK AG, MUNCHEN 

MUNCHENER HYPOTHEKENBANK EG, MUNCHEN 

HAMBURGHYP, HAMBURG 

WURTTEMBERGER HYPO, STUTTGART 

NURNBERGHYP, NURNBERG 

HYPOTHEKENBANK IN ESSEN AG, ESSEN 

DEUTSCHE HYPOTHEKENBANK (ACT.-GES.), HANNOVER 


BRAUNSCHWEIG- HANNOVERSCHE 

HYPOTHEKENBANK AG, HANNOVER 
ALLGEMEINE HYPOTHEKEN BANK AG, FRANKFURT 
RHEINBODEN HYPOTHEKENBANK AG, KOLN 
LUBECKER HYPOTHEKENBANK AG, LUBECK 
NORDHYPO BANK, HAMBURG 
BFG ■ HYPOTHEKENBANK AG, FRANKFURT 
WL-BANK, MUNSTER 
HYPOTHEKENBANK IN BERLIN AG, BERUN 
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COMPANIES AND FINANCE 


Airline alliance closer as booking row ends 


By Bernard Stmon fr« Toronto 

Canadian Airlines 
International and American 
Airlines have settled their dis- 
pute with the Gemini comput- 
erised reservations system, 
bringing the two earners 
within reach of a long-delayed 
alliance. 

With the threatened litiga- 
tion no longer an issue, the 
link between American and 
Canadian now appears virtu- 
ally assured of being consum- 
mated early nest year. A Cana- 


dian Airlines official said that 
“it's down to the final details 
on Gemini”. 

Under the proposed alliance, 
which was first mooted two 
years ago, American's parent 
company, AMR, will inject 
C$246m (USS1863m) into Cana- 
dian in return for a 25 per cent 
voting interest A key condi- 
tion of the deal is that Cana- 
dian sever its links with Gem- 
ini, and instead join the Sabre 
reservation system owned by 
American's parent, AMR Carp- 

Canadian's attempts to with- 


draw from. Gemini have, up to 
now, been strongly resisted by 
Ore other shareholders, Air 
Canada and Co via, a unit of 
United Airlines. They have 
contended that Gemini would 
be fatally weakened, leaving 
Sabre with a virtual monopoly 
of the Canadian travel market 
Mr Paul Nelson, Gemini 
chief executive, said yesterday 
many travel agents who use 
the system had urged it to set- 
tle its litigation against Cana- 
dian and AMR. The parties 
have agreed to keep details of 


the settlement secret 

Canadian and Air Canada 
last month appointed a media- 
tor to help negotiate the terms 
of dissolving Gemini. The dead- 
line for completion of the talks 
was extended earlier this week 
to December 20. Air Canada is 
expected to drop its objections 
to Canadian leaving Gemini in 
exchange tor an agreement to 
rejig the two carriers’ interna- 
tional routes. 

Mr Ben Mikula, analyst at 
Midland Walwyn in Montreal, 
predicted that "there’ll be a 


series o£quid pro quos". with 
Air Canada gaining access to 
some of Canadian's lucrative- 
trans-Paciflc routes, and a 
rationalisation of the two 
airlines’ trans-Atlantic 
flights. 

AMR originally set a Decem- 
ber 31 deadline for the deal 
with Canadian, but numerous 
delays have forced Canadian to 
request an extension. The 
financially-strapped airline 
also plans to ask governments 
and creditors for bridging 
finance. 


Ambroveneto 
to control 
Sicilian bank 

By Haig Stmontan 

Banco Ambrosiano Venefco 
(Ambroveneto), a leading Ital- 
ian bank, is extending into 
southern Italy by buying con- 
trol of Societa Bancbe Sicil- 
iane, a small Sicilian hank. 

Ambroveneto is paying 
about L85bn ($51 m) for 69.2 
per cent of SBS, held by Isti- 
tuto CentraJe di Bancbe e Ban- 
chierL It will purchase a fur- 
ther 9 per cent from the 
minority shareholders who 
own die rest of the stock. 

The acquisition will allow 
Ambroveneto, which is con- 
centrated in northern Italy, to 
break into the underdeveloped 
Sicilian market. SBS has 29 
branches and 300 employees 
across the island. 

This purchase follows the 
acquisition last year of Citi- 
bank's retail banking 
operations, concentrated in 
die Naples area. Milan-based 
Ambroveneto has gro w n rap- 
idly in recent years, and now 
has 500 branches nationwide. 


BCI sell-off may be brought forward 


By Haig Simonian in MRan 

The Italian government is 
considering accelerating the 
privatisation of Banca Com- 
merciale Italians, one of the 
country’s leading banks, fol- 
lowing the strong domestic 
demand for shares in Credito 
Italians. 

The Credito Italiano deal 
involves the privatisation of 
the 57 per cent stake owned by 
the IRZ state holding company. 
When allocations for the trans- 
action, expected to be up to 
seven times oversubscribed, 
are made an Wednesday, retail 
applicants will be pared back 
to a maximum of 2.500 shares 
each. 

Meanwhile, investors who 
sought to buy shares in the 
latter part of the application 
period, which closed ahead of 
schedule ou Wednesday, are 


Johnson Matthey 
signs catalyst deal 

By Tim Burt 

Johnson Matthey, the precious 
metals and advanced materials 
group, is today expected to 
announce a joint venture to 
manufacture auto catalysts in 
Malaysia. It has signed an 
agreement with Hi com. the 
Malaysian government's 
investment arm, to build a 
plant to produce Lm catalysts 
a year by 1995. 


not expected to receive any 
stock. 

The call to bring forward the 
BCI sale has been influenced 
by the strong interest in Cre- 
dito Italiano and the pace of 
political developments in 
Rome. The original timing for 
BCl’s privatisation at the 
beginning of April has been 
overshadowed by the growing 
chance that general elections 
will be held in late March. 

Bankers have warned 
against scheduling the privati- 
sation in the immediate after- 
math of the polL The election 
is likely to return a highly 
divided parliament and trigger 
a period of considerable uncer- 
tainty in Italian politics in the 
short term. 

As a result, the government 
is thinking- about bringing for- 
ward the deal to the second 
half of February. That would 


leave insufficient time for the 
planned simultaneous listing 
of BCI stock in the US, but 
would otherwise be technically 
feasible, according to one 
banker. 

“The US listing could be 
done subsequently, and the 
likely reduction in US demand 
as a result will probably be 
immaterial in view of the 
strength of domestic retail 
interest in privatisations 
shown by Credito Italiano," be 
said 

The biggest obstacle to the 
new timing could come from a 
clash with the scheduled sale 
of Estituto Moblliare Italiano, 
the big Rome-based financial 
services group. 

The treasury is planning to 
sell up to 30 per emit of IMTs 
shares in early February 1994. 
Although BCI and ZMI have 
markedly different specialisa- 


tions, and the two privatisa- 
tions are expected to appeal to 
differing investors, any 
attempt to sell the two banks 
almost simultaneously, “could 
be more than Italy's privatisa- 
tion programme could bear", 
said one banker. 

Surprisingly, neither the 
government nor IRI appears to 
have considered bringing the 
IMI deal forward, or swapping 
it in the privatisation queue 
with BCI, which is likely to 
raise considerably more cash 
for the hard-pressed treasury. 
However, Mr Luigi Arcuti, IMI 
chairman, indicated at the 
weekend the bank mi ght try to 
bring forward its privatisation. 

Separately, IMI announced 
that net profits in the first nfaa 
months of this year were 
L376ba (3224m), while total 
assets at the end of September 
amounted to L72,430bn. 


Creditanstalt opens 
broker firm in Poland 


By Christopher Bobfnsld 
In Warsaw 

Creditanstalt, the Austrian 
bank which has invested 
Sch2bn ($1657m) in developing 
its eastern European banking 
network since 1989, has opened ’ 
Poland’s first foreign-owned 
stockbroking bouse. 

Mr Guido Schmidt Chiari. 
the bank chairman, said yes- 
terday Creditanstalt thought 
Poland, the Czech and Slovak 
republics and Hungary would 
be “the growth area in Europe 
for the next few decades”. 

• Sweden's OM group has 
agreed with a consortium of 


Czech companies to set up an 
options and futures market in 
Prague. It is the company's sec- 
ond venture into eastern 
Europe since establishing a 
futures and options exchange 
in Bratislava in Slovakia ear- 
lier this year, writes Christ- 
ptaer Brown-flumes in Stock- 
holm. 

The new market will be 
called the Prague Options and 
Futures Exchange, and will 
allow investors in Czech com- 
panies to manage the risks 
associated with equity invest- 
ments. The Czech Republic has 
a stock market with a daily 
volume of Kcs460m t$15m). 


Nynex to reduce staff 
by ‘several thousand 9 


By Patrick Harwerson 
In New York 

Nynex, the Baby Bell 
telephone company serving the 
north-eastern US, plans to cut 
“several thousand” jobs within 
three years. However, it denied 
reports that up to 22400 of the 
69,000 in its telecommunica- 
tions division would go. It has 
already shrunk its payroll by 
about 13 per cent in the past 
two years. 

Nynex said the company bad 
made it clear that it intended 
to reduce its costs by between 
30 per cent and 40 per cent 
before the end of 1996. The 


company has yet to put a fig- 
ure on reductions required. 

Most national and regional 
telephone companies have 
been cost-cutting or restructur- 
ing to survive an increasingly 
competitive environment 

Nynex is likely to face oppo- 
sition from telecommunica 
tions unions over its plans to 
reduce its workforce. Tester- 
day, the president of the Com- 
munications Workers of Amer- 
ica said tire union would not 
tolerate any plan which forced 
employees off the payroll. In 
1989, a dispute over wages and 
benefits led to a strike at 
-Nynex that lasted 17 weeks. 


Sale of 
Renault to 
go ahead as 
planned 

By John Rkfeflng In Paris 

The privatisation of Renault 
will go ahead as planned in 
spite of the failure of its 
merger with the car and truck 
activities of Volvo of Sweden, 
Mr GArard Longuet,* the 
French indnstiyumdster, said 
yesterday. 

In an interview on French 
television, Mr Longuet said 
the privatisation date would 
be set by the cabinet, but that 
It could still take place in the 
second half of next year. 

The timing of the privatisa- 
tion of the combined group 
was one of the principal con- 
cerns of Swedish Investors, 
whose opposition to the deal 
forced Volvo to abandon the 
merger. 

Mr Longuet said the collapse 
of the merger did not threaten 
Renault and that the state- 
owned car group “can live on 
its own". However, he added 
that Renault would continue 
to seek international alliances 
to strengthen its position in 
the world car market 

The development of Ren- 
ault’s strategy was a matter 
for the car group’s manage- 
ment said Mr Longuet “It is 
op to the company to establish 
its projects.” 

Mr Longuet also said the 
state was likely to retain 
between 10 and 15 per emit of 
the shares in Elf Aquitaine, 
the oil group doe to be priva- 
tised early next year. 

In the case of Gronpe Bull, 
the loss-making computer 
manufacturer. Mr Longuet 
said the government would 
consider privatisation “when 
the horizon is clearer”. 


MIM share sale 
played down 

By (Odd fait in Sydney 

MIM Holdings, - the 
Brisbane-based metals group, 
has played down the impact of 
last Thursday’s sale of shares 
in MIM by the German MetaS- 
geseUschaft group. It said the 
commercial relationship 
between the two companies 
was expected to continue in 
the immediate future. 


S Korea instructs 
telecom bidders to 
form consortium 


By John Burton in Seoul 

The South Korean 

communications ministry has 
ordered competing bidders tor 
the nation’s second cellular 
telephone project to form a sin- 
gle consortium to operate the 
system. 

Foreign partners will be 
allowed a 20 per cent stake in 
the consortium, which will 
compete against the state- 
owned Korea Mobile Telecom 
(KMT). 

But the government also 
decided last Friday to privatise 
KMT. The state-supported 
Korea Telecom, the country’s 
leading telecommunications 
operator, will reduce its 64 per 
cent interest in KMT to 19 per 
cent by selling its shares to 
domestic companies. 

The Fed erati on of Korean 
Industries (FED, the country’s 
main business organisation, 
has been appointed to select 
consortium members within 
two months. 

The second cellular tele- 
phone prpject was announced* 
in 1991, and the government 
last year hold a licence bid that 
involved six competing Korean 
consortia and 11 foreign part- 
ners, including British Tele- 
com. 

The licence was awarded to a 
consortium led by Sunkyong, 
the country's fifth-largest busi- 
ness group. Other leading con- 


tenders included Pahang lr° n 
and Steel (Posco) and Kotan, a 
textile group. The Sunkyong 
hid was supported by the UK's 
Vodafone. GTE of the US and 
Hong Kong-based Hutchison. 

But the government then 
rescinded the decision because 
critics charged that nepotism 
was involved in the selection 
process, since the son of thf 
Sunkyong chairman is mantel 
to the daughter of South 
Korea’s then-president Roh 
Tae-woo. 

Controversy may continue 
over the new contract award 
since the FK3 is headed by the 
Sunkyong ^airman, Mr Chey 
Jong-hyon. 

Analysts also believe the 
competing bidders may find it 
to difficult to cooperate on the 
project If it proves impossible 
to form a consortium, the gov- 
ernment will then select appli- 
cants and allot equal equity. 

Teiecommumcations compa- 
nies will be barred from partic- 
ipating in the consortium as 
part of an anti-monopoly pol- 
icy. An independent manage^ 
ment team wUi be appointed t. 
operate the carrier without 
interference from the consor- 
tium's shareholders. 

In privatising KMT. the gov- 
ernment said that it would 
allow any one company to buy 
one-third of the carrier, which 
would give it management 
rights. 


Ford promotes founder’s 
great-grandson Edsel 


By Patrick Harveraon 

Ford has appointed Mr Edsel 
Ford ff, the greatgrandson of 
the auto group’ 8 founder, Mr 
Henry Ford, a vice-president of 
the company. 

Analysts said the promotion 
of Mr Ford, 44, and currently 
president and rhiof operating 
officer of Ford Motor Credit, 
the group's finanftg unit, sug- 
gests the management may be 
grooming him for the top job at 
Ford. 

However, analysts said it 
was unlikely Mr Ford would 
succeed the current chairman, 
Mr Alexander Trotman, who & 


due to retire In the late 1990s. 
This was because of his lack of 
experience in senior manage- 
ment. - 

Mr Ford joined the company 
in 1974, and worked in product 
planning and marketing before 
taking over at Ford Credit in 
199L 

Mr Ford has a good chance 
of becoming chairman because 
40 per cent of the company’s 
voting stock is controlled by 
the Ford family, and three 
members or the family sit on 
the board of directors. Fords 
have run the company for all 
but 13 years of its 90-year his- 
tory. 
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Landesbank Berlin 

opens in London 


HongkongBank 

The Hungkongand Sunxhai Bin lunx Corporation limited 
(incorporated in Hong Kong with Mtod Babfbfy) 

U.S.$400,000,000 

PRIMARY CAPITAL UNDATED FLOATING RATE NOTES 

(SECOND SERIES) 

Notice w hereby given (hat the Rale of Interest has been (nod at 5% 
end that the Interest payable on the relevant Merest Payment Date March 
14, 1994. In respect ot USSS.OOC nominal of the Notes will be 
S63.19 and in reaped ot $100,000 nomnel ot the Notes wfl be $1,263.89. 


ISl 1SSQ, London 
l By: Citibank. NA, (Issuer Services), Agent Bank 


CITIBANCO 


Landesbank Berlin is pleased to announce 
the opening of a branch in London. 


St -82 Gracechurch Street 
London EC5V 0DS 

Tel: 071 929 2440 
Fax: 071 929 4500 


nonce otvai by nbws caymmumiedih relation to 

News Cayman Limited 

150.000 7M% Guaranteed Sterling Exchangeable 
Preference Shares due 1999 

i. No*ce It hereby gkvon to persons regkctorad as hotoers ot Preference 
Shares In News Cayman Limited (the ’Company*) which are 
exchangeable lor a proportion ot the Exchange Property that 
(I) there has occurred a change in the corrmasltlon of the Exchange 
Property consequent to the issue tor Pearson pie. to shareholders 
regMered on la December 1993. of tvw share o» Royal Doukon pic 
tor every tan Shares ol Pearson pic held on the reooid date: and 
(u) subsequent to such change each holder ot e Preference Share Is 
orittttod, upon exercise ol the Exchange Rlfpu. to 237-240 shares In 
the espial Of Pearson pic and 23.7246 shares In the capital ot Royal 
Dolton pic tor every such Preference Share sutfi person hoWs. 

Z CapttaSsed terms used herein shall bear the same meanings ascribed 
thereto to the Anktes oi Aasodabon ot the Company. 


Docembor 13, 1993, London miv v w . 

By: Cffloank. NA Qssnw SwvteoS) Paying Apem C/l iJDMmO 
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The Chase Manhattan Corporation 
U.S. $400,000,000 

Floating Rate Subordinated Notes due 2009 
For the three months l3th December . 1993 to 14th March, 1994 
the Notes will carry an interest rate of 5K% per annum with a 
coupon amount of U.S. 5132.71 per U.S. $10,030 Notes, payable 
on L4th March, 1994. 
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Bankers Trust 
Company, London 


Agent Bonk 


llll LBB 


LandesBank 

Berlin 


Nafin Finance Trust II 
U.S. $129,880,000 
Floating Race Notes due 1999 
For the IntLiL-st IVrini JrJ 
December, (993 to Jlsl Much. 
1994 the Notes will carry a Rare 
of Interest of 5.94 per cent, per 
unnum- The Coupon Amuunr 
per U.S. SlO.OlXJ Note will be 
U.S. $195.03 payable on 31>t 
March 1994. 


I BaakenTrml 

CocPitanv.Loadoa AgnuBwIt 


To Advertise Your 

ZyEGALiVOTTCES 

Please contact 
Tina Me Gorman 
on 071873 3526 
Fan 071 873 3064 


Forex or Futures prices from £49 per month 
R?r 30 second updoes at your Windows PC Screen or 
Pocket Financial Monitor call 0484 444415 

QuoteLink from SPRINTEL 


DO YOU WANT TO KNOW A SECRET? 

The I.D.S. Garni Seminar show you how iba markets REALLY work. The 
I amazing trading techniques ol the legendary W.D. Gann can Increase your 
I profits and cont a in yovr tosses. How? That's (he secret Ring 061 474 0060 to 
book your FREE place. 


Notice of Early Redemption 


*7 


KOLON INDUSrTRIE&INC. 

ifcii^wWwWI ipl lf^ft w ewlhMw 

{the ■Company’) 

U.S. $28,500,000 
4% Convertible Bonds due 2005 
(the 'Bonds’) 

Notice is hereby given in accordance «tflh Condition 7(B) of the Terms and 
Commons ol toe Bands thalthe Company has elected to redeem aS Ihe 
outstandng Bonds on January 25. 1994 (Ihe 'Redemption Pate*) at 
103%. plus accrued tateiaat. to the Redemptio n Dale- 
Payment of the Redemption Amount, together with the intarea due. wWI be 
made on or attarihe Red e mption Date against presentation and surrender 
Of the Bonds at the office of the Principal Paying Agent or ot any of the 
Pay tog Agents Bated below. 

The Bonds must be presented for payment together with all un matured 
Coupons. Bonds and Coupons will become voW urteas presented tar 
payment within periods of 10 years and 5 years respectively from January 
25, 1894 as defined to ConcSbon 1Qut the Banda. 

Notwithstanding the foregoing, the holder ot any Bond will, at any Ume up 
to the close at business (al the place where such Bond Is deposited (or 
conversion) on JANUARY 20, 1994, have the right to convert the principal 
amount of such Bond Into Non-voting shares In accordance wtth Condition 
5 of the Ibrms and Conditions of the Bonds. 

On December 7, 1993 the conversion price was 18453 Won (shares 
issuable per Bond : 192.1), the closing price of ihe Non-voting shares was 
30,000 Won and the aggregate principal amount of the outstanding Bonds 
was U.S. Si 7,365.000. 

PRINCIPAL RAYING AND CONVERSION AGENT 
The Chase Manhattan Bank, NJX. 

Wootgate House, Cotoman Street, London EC2P 2HD 
PAYING AND CONVERSION AGENTS 
Chase Manhattan Bank Chase Manhattan Bank 

Luxembourg &A. (Switzerland) 

5RuePtaetis 63 Rue du Rhone 

1-2338 Luxembourg Grand CH-1 204 Geneva 

Banque Bruxelles Lambert S.A. 

24 Avenue Mamlx, 81050 Brussels 


By: The Chose Manhattan Bank, N.A. 
London, Principal P&ytaS Agent 

December 13, 1993 


o 


CHASE 


NOTlCgOltfEN BY NEWS CAYMAN WV ES T Mti irrLeTEDMBELATlOH TO 

News Cayman Investment Limited 

100.000 Guaranteed Guilder Exchangeable 
Non-Voting Preference Shares due 1999 

1. notice Is hereby given to persons registered as holders of Preference 
Shares to News Cayman Investment United (ihe “Company-) which are 
exchangeable tore proportion of the Exchange property thee 

(1) there has occurred a change in Uw composition ol Ihe Exchange 

Preperty conaoquom to the issue tar Pearson pte. to shareholders 

registered on 1st Decentoer 1993, of one snare ot Royal Douflon ole 
lor every tan Shares ot Pearson pic hold on Ihe record data-, and 
111) subsequent to such change each holder ol a Preference Share la 
entitled, upon exercise «* too Exchange Right to 64.3228 shares m 

the capital or Pearson pic and 8.43228 shares In the capital ol Royal 

' Douiron pic tor every such Preference Share such person folds. 

2. CapteHssd terms used herein shall bear ihe same meanings ascribed 
(hereto in toe Artkaes ol AaoodoJkxi of me Company. 


December 13. 1993, London 

By: Citibank. NA. (issuer Sanrtcee) Paying Agent 


CITIBANK Q 
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TRANSWORU) BOND FUND 

FCP 

2, boulevard Royal, Luxembourg 

DIVIDEND ANNOUNCEMENT 

res arc traded ex -dividend as from December 14. 1993 

THE BOARD OF DIRECTORS 
Trans w orld Bond Tnist Manag cmguCn^^^ 
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’s monetary policy dilemma 


laC J® °uHook for 

no,; v--M « u r o p e a a 
Kg' ,-nPSf financial mar- 
'»< ■ ket£ over the 

rijr. TfeHWsKtiir ? ext year 
Do. eppV £»“** on 
Thursday’s 
..(i ■ meeting of the 

tn K ; ™ Bundesbank 

7y; councfi. which Win set mone- 
tory targets for the year ahead. 

The 1993 target range for the 
,, j, growth of M3, the broad mea- 
; sure of the money supply, is 
' ■ 4’/j to 6% per cent In practice. 

I, . ! MS looks like ending the year 

op 7 per cent That’s no big 
deal; stace >1975, says Ms Alison 
!l ? Cottrell of Midland Bank. the 
Bundesbank has hit the target 
'7% in eight years and missed it 11 
M - times. 

Its council members are 
J r ; unlikely to see a half-point 
overshoot as a serious prob- 
r*. lem. especially as the German 

J . T. economy looks like diving back 

into recession far the novt six 
months at least 

Si But they cannot yet be 
entirely relaxed about the 
;j. threat of inflation. Though 
r a .* western Germany is stagnat- 
Jr ing, and companies are cutting 
back their workforces, infla- 
- ■ . tionary psychology still lingers 
and wage demands are steeper 
than is consistent with 
long-term price stability. 

And eastern Germany Is at’ 
last showing signs of recovery. 
One fimd manager, just back 
from inspecting the vast build- 
141 • ing site zn the east, calculates 
& that the region is now adding 
_ 96 of a percentage point to all- 
German GDP. growth. 

JS5 ' Even if the Bundesbank 
*V' wished to, therefore, it cannot 
iU afford to neglect inflation. In 
particular, it must remain cau- 
5 °" tious about the weakening 
““ D-Mark, down more than a per 
cent against the 'dollar since 
vc mid-October, and now back 
°‘ J ‘‘ more or less to its old ERM 
!*' parity . against the French 
’ franc. US long-term interest 
rates are once again higher 
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than those in Germany, adding 
to downward pressure on the 
• D-Mark. 

That leaves the most likely 
outcome of the meeting a com- 
promise: a lower M3 target 
range - perhaps 4 to 6 per cent 
says BAs Cottrell - accompan- 
ied by farther steps towards 
monetary easing. These are 
likely to wait until after the 
expiry early in the new year erf 
the fixed-rate repos designed to 
keep Europe’s currencies calm 
over Christmas. 

-• Further earing Is now built 
into the markets’ expectations. 
Any interruption of this pro- 
cess - it say,, the D-Mark hit 
anairpodket.- would have a 
damag in g - impart : For German 
equities, there is an extra 
uncertainty. After rising by 
half in just over a year, they 
now discount a sharp recovery 
in the earning s of Deutschland 
GmbH- if it fails to materialise 
on schedule - either because 




the Bundesbank goes slow on 
rate cuts, or because investors 
are simply expecting too big a 
bounce too soon - there could 
he a bumpy few months while 
reality catches up with expec- 
tations. 

■ Seasonal factors 

At this time of year, investors’ 
thoughts turn to the season of 
goodwill: January. Tradition- 
ally, this is the month when 
stock markets rack up the best 
performance of the year, allow- 
ing the one-decision fund man- 
ager to go back to bed for the 
next 11 months. 

Goldman Sachs reports that 
in Italy, the UK and Norway, 
for example. January turns in 
an average monthly return of 
about 6 per cent, while the 
other months of the year man- 
age 1 per cent or less. Even the 
US, where the effect is less 
ywrlteH, shows January ach- 
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ieving a 3Vi per cent return, 
while the other months aver- 
age below 1 per cent. Only Ger- 
many remains immune. With 
Teutonic neatness, January's 1 
per cent is no different from 
the rest of the year. 

■ Mirror image 

The woes of Japanese stock- 
market investors have been 
obvious enough these past few 
weeks. Japanese fixed-income 
investors, however, have been 
laughing all the way to the 
bank. As the table alongside 
shows, 7 to 10 year Japanese 
bonds have achieved a total 
return of nearly 2 Vi per cent in 
the past month, outstripped 
only by the UK, while equities 
have lost nearly 6 per cent in 
total return terms. 

For every fact there is an 
analyst with a theory. And 
sure enough, Mr Alan Butier- 
Henderson, Baring Securities' 


Economic Eye / Martin Wolf 

Uruguay Round may be 
Gatt’s last hurrah 


For the third 
time, the sev- 
£ en-year old 
; Uruguay round 

: of multilateral 

: trade negotia- 

s tlons is at what 

K Tf H is supposed to 
I /»>■ be a deadline. 
?. This time, the deadline is, we 
; are told, a real one, honest it 

■ is. Whether or not this is the 

- case, the round will be com- 
| pleted only if negotiators 

* believe this is true. 

The pressures created by 
l deadlines are the sole jnstifka- 

* tion for what would otherwise 
; seem an insane procedure, 
i Why, after all, should the sur- 

* vival of the liberal trading sys- 
i tern depend on whether sleep- 
? starved trade negotiators can, 
1 like rats in a maze, reach their 

f destination by December 15? 

■ The usual answer is that if 
; there were no deadline, they 
! might still be talking a decade 

& • from now. Yet even though 
' “ negotiators need to believe the 
I deadline is a real one, it cannot 

* be accepted as final, since the 
S reasons for succeeding with 

' * the round would be just as 

* strong on December 16 as two 

- days earlier. , 

‘ The case for success is also 
; equally compelling for each of 
«■ the world’s three main eco- 
n * nomic regions. Europe, the 
j - western hemisphere and Aria- 
* " Pacific. While these regions dif- 

> fer markedly from one another. 
- the chart shows that each of 
them has a roughly si milar 
degree of dependence on extra- 
J *1 regional trade (defined here as 
• exports plus imports) m refe- 

jV tion to their total economic 
output. , 

^ As Robert Lawrence a rgued 
£, m an Amex Bank Review prize 
essay of 1991. this is a more 

l relevant measure of thempoi> 

tancc of extra-regional trade to 
an economy than the share of 
> extra-regional trade in total 
trade.* The result overturns 
the conventional wisdom that 

- ; Europe can afford to be the 

least concerned of the imor 
■ - regions over the success or faiT 
"j u^of the roimA By tona- 

/ sure. Europe’s de paide nce^on 

external trade is greater than 
^ % that of the western hemisutere 
> and not all that muchlessjhan 
that of the Asia-Pacific region. 

The conventional vnsd£“ 
about Europe rests on the feet 
that more than 70 per cent of 
the trade of European ^ com» 
tries (including eastern 
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Europe, but excluding the for- 
mer Soviet Union) is with one 
another. By contrast, only 
about half of the trade of coun- 
tries in the western hemi- 
sphere (north and south Amer- 
ica) and the Asia-Pacific region 
(east Asia, south-east Asia, 
south Asia and Australasia) is 
with one another (see chart). 


Without multUaterally 
agreed and enforced rules, 
every trade dispute can 
lead to bitter bilateral 
confrontation 

This contrast between 
Europe and the other two 
regions partly reflects the 
higher degree of intra-regional 
liberalisation in Europe. Far 
more important, however, is 
the dominance of the US econ- 
omy within the western hemi- 
sphere and of Japan within the 
Asia-Pacific. In 1991 these two 
ojants accounted for 78 per 
cent and 64 per cent of their 


Asia-Pacific 


--Trade (s exports pie imports 

region’s gross domestic prod- 
ucts (measured at market 
exchange rates), respectively. 

By contrast, Europe’s largest 
economy, Germany, generated 
only 22 per cent of Europe's 
GDP. Thus, much of what is 
counted as intra-regional trade 
in the case of Europe is inter- 
nal commerce in the case of 
the US and Japan. No wonder 
roughly a third of total global 
merchandise trade was within 
Europe in 1991. 

The European market is as 
essential to Germany as the US 
market is to California. But 
this does not mean that the 
world, economy is unimportant 
either to Germany, within 
Europe, or to California, within 
the US. In particular, both pos- 
sess technologically advanced 
economies that now face the 
challenge and the opportunity 
created by the rise of eastern 
Aria. 

One reason the Uruguay 
round Is important is that 
without multUaterally agreed 
and enforced rales, every trade 
dispute can easily lead to bitter 


bilateral confrontation. 
Another is that this may be a 
final chance to create such 
rules, since the round is quite 
likely to be the last one of its 
kind. 

A negotiation that includes 
so many topics and partici- 
pants is dauntingly complex. 
The only thing that has made 
finishing it even conceivable 
has been the dominance of the 
European Union and the US, 

U there are to be 
no more such rounds, 
an obvious question 
is what might come 
next 


which is unlikely to happen in 
the same way again. 

If there are to be no more 
such rounds, an obvious ques- 
tion is what might come next 
One possibility is liberalisation 
within discriminatory regional 
trading blocs. But this ignores 
the fact that the Asia-Pacific 
region lacks the political pre- 
conditions for successful 
regionalism. It also lacks the 
motivation. 

Among the most important 
facts about the region is that it 
has both the fastest growing 
intra-regional trade and the 
fewest free trade areas. 
Between ZSS1 and 1991 the vol- 
ume of merchandise trade 
among developing countries of 
east Asia grew at an average 
animal rate ot 14A per cent, 
more than three times faster 
than world trade. 

If It is unclear how the world 
might build on success, the 
consequences of failure are 
more evident. It would be a 
misfortune for every partici- 
pant, particularly when consid- 
erable evidence already exists 
of the effects of increased pro- 
tection in the 1980s, as Peter 
Sinclair of Oxford University 
has argued in a recent article.t 
Exhausted negotiators, please 
note. 

* Robert 2 Lawrence, Emerging 
Regional Arrangements: Build- 
ing Blocks or Stumbling 
Blocks ?, Finance and the Inter- 
nationa/ Economy: 5 (Oxford 
University Press, for the Amex 
Bank Review. 1991). 
t Peter JN Sinclair. " World 
Trade. Protectionist Follies, and 
Europe's Options for the 
Future . " Oxford Review of Eco- 
nomic Policy. Autumn 1993. 


new Asian strategist, says 
there has been an obvious pat- 
tern of “mirror image” behav- 
iour between Japan’s bonds 
and equities for some while. 

“The occurrence in the 
spring of this year was particu- 
larly classic,” he said last 
week. “As equities lifted into a 
sharp, 30 per cent surge, bond 
prices fell back quite 
abruptly.” This autumn, the 
opposite has happened. He 
expects to see the pattern 
reverse again some time in the 
next few months. 

You do not have to believe 
that theory to be struck by the 
divergence of performance 
between equities and bonds. It 
also fits, for example, with the 
belief that Japan is undergoing 
a far more serious deflation 
than the government has yet 
been willing to admit 

The wholesale price figures, 
due out on Tuesday, will show 
a 3 per cent decline on the p re- 
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Trust Company 


vious year for the third month 
running. When prices fall this 
fast, bonds look a lot more 
attractive than equities. 

■ Oil shock 

Inflation has been given a fur- 
ther downward impetus 
around the world by the slide 
in the oil price, which has 
dropped by nearly a quarter in 
the last two months. Salomon 
Brothers' economists, peering 
at the outlook for inflation 
next year, have been discon- 
certed to discover that the drop 
in oil prices in the closing 
weeks of this year will make 
next year’s inflation figures 
look worse, by depressing the 
base from which the year-on- 
year calculation starts. 

Statistical quirks aside, the 
oil price decline, if it lasts, will 
be a further factor, they say, in 
helping restrain inflation 
throughout the decade in the 
US and Japan. 

Europe will benefit too, 
unless governments’ borrowing 
needs slip out of control. That 
risk is a real one: of the big 
European economies, says 
Salomon Brothers, only the UK 
has yet tightened fiscal policy 
enough to stabilise the ratio of 
debt to GDP. 

■ No escape 

Even if the Gatt talks end in 
agreement by Wednesday’s 
deadline, world trade will not 
be out of the woods. If the US 
congress is to vote on the 
treaty as an all-or-nothing 
package, the participants must 
sign a detailed agreement by 
April 15 1994. Then congress 
could take months to come to a 
decision, with lots of opportu- 
nities for scares along the 
way. 

■ Property reborn 

There will be several impor- 
tant UK economic indicators 
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this week - the November pub- 
lic-sector borrowing require- 
ment, the figures for October's 
industrial production, and the 
inflation rate for November. 
One striking recent economic 
development will not show up 
in any of those figures, how- 
ever a shift in sentiment in 
the UK property market. Insti- 
tutional investors, largely out 
of property since the 1980s, 
have been buying again with 


gusto. One big Scottish 
institution bought two shop- 
ping centres on a single day 
last week 

There is no sign yet that 
developers are stirring from 
their debt-induced hibernation. 
Still, the recovery of investors' 
optimism is the first step 
towards a rebirth of dev- 
elopment activity. It 
now seems much closer than it 
did. 


This announcement appears as a matter of record only 
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Notice to Shareholders and Warrantholders of 

Deutschland Investment 
Corporation Inc. 

Registered Office: 

Ugland House, South Church Street. 

P.O. Box 309, Grand Cayman. 

Cayman Islands. British West Indies 

Audited Report and Financial Statements for the 
year ended 3 J si July 1 993 

Copies of the audited results for the year to 31st July 
1993 are now available from the registered office of 
the company, from Robert Fleming & Co, 
Limited, 25 Copthall Avenue. London, EC2R 7DR 
and from Robert Fleming Management (Jersey) 
Limited. Queen’s House. Don Road. Sl Helicr, Jcreey, 
JE4 8PN. 

9th December 1993 
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Notice to Shareholders and Warrant holders of 

Czech & Slovak Investment 
Corporation Inc. 

Registered Office: 

Ugland House, South Church Street, 

P.O- Box 309. Grand Cayman, Cayman Islands. 
British West Indies 

Unaudited results for the half year to 
30th September 1993 

Copies of the unaudited results for the half year to 
30th September 1993 are now available from the 
registered office of the company, from Robert Fleming 
3l Co, Limited, 25 Copthall Avenue, London, EC2R 
7DR and from Robert Fleming Management (Jersey) 
Limited. Queen's House. Don Road. Sl HeJier, Jersey, 
JE4 8PN. 

9ih December 1993 
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NEW YORK Patrick .Har^/.e.'rs.on 


After last week's slightly 
worrying inflation numbers, 
and speculation that the Fed 
would tighten policy, the 
market will be watching for 
more signs that us economic 
growth is picking up. 

Retail sales have been strong 
in recent months, but the 
latest monthly figures, 
released tomorrow, are 
expected to come in weaker 
than expected. This is because 
of the reports of poor sales 
issued by the large retailing 
chains throughout November. 
The consensus of analysts' 
forecasts is for a 0.5 per cent 
increase in sales during the 
month, a significant drop from 
the L5 per cent growth 
recorded in October. 

Wednesday brings the 
November industrial 
production numbers, and 
analysts are looking for a 0.6 
per cent increase in nationwide 
output for last month. 

Although the monthly trade 
figures do not capture the 
attention of the financial 
markets in New York as they 
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do in London, they are a useful 
indicator of domestic demand. 
Recent months have seen 
Strong import growth and 
weak exports, hut the trend 
is expected to be reversed. 

On Friday, the November 
housing starts data are due. 
The residential property 
market has been surprisingly 
robust in the second half of 
this year, but analysts believe 
the rate of growth in housing 
starts in the southern states 
is unsustainable. 


WORLD BOND MARKETS: This Week 


LONDON Peter. Marsh 


The gilts market is looking 
for more evidence today of 
subdued inflationary pressures 
in the UK, with the 
announcement of the 
year-on-year change last 
month in wholesale prices of 
manufactured goods. The City 
expects a figure of about 3.7 
per cent, compared with 4 per 
cent in the year to October. 

A number close to this would 
fit in with the mood among 
bond investors that price 
pressures are unlikely to 
increase over the next few 
months. Such perceptions 
helped the gilt market to move 
up strongly last week, with 
prices of long-dated bonds 
rising about 2*4 points to 
follow the 3 point increase the 
week before. 

More data about the UK's 
economic performance will 
come today with news of the 
volume of manufacturing 
production In October. The 
City is looking for a muted 
0.3 per cent increase In output 
compared with September, a 
figure that fits in with 
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sentiment that manufacturing 
industry is steadily recovering, 
although fairly slowly. 

Heavy support for gilts from 
UK Institutions and investors 
tn the rest of Europe led to 
a successful auction of £3bn 
of 10 -year gilts by the Bank 
of England last week. It was 
oversubscribed by a factor of 
two. The Bank also sold most 
of a tranche of £800m of 
assorted gilts which went on 
sale immediately after the 
auction. 


FRANKFURT 


On Thursday the policy- 
making council of the 
Bundesbank meets for the last 
time this year. 

Following the move earlier 
this month to set the securities 
repurchase agreement, or repo 
rate, at a fixed 6 per cent until 
January, the Bundesbank is 
not generally expected to 
announce further cuts in the 
discount and Lombard rates, 
now at 5.75 and 6.75 per cent 
respectively. 

However, few economists 
are willing to rule out the 
possibility that the 
Bundesbank will move again 
on Thursday, if only because 
the market is not expecting 
such a move and the 
Bundesbank likes to maintain 
the initiative. 

Also on Thursday, the 
Bundesbank will publish Its 
target for growth in broad 
money supply for next year. 

It is unlikely to be 
substantially different from 
the 4£ per cent to 65 per cent 
range set for tbe current year, 
but a much tighter band may 
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set the markets worrying 
about further cuts. 

With annualised, 
seasonally-adjusted M3 revised 
up to 63 per cent for October, 
ft looks as though the - 
Bundesbank will overshoot 
its target this year for the 
second year running. This 
would he embarrassing, in 
spite of tbe fall In inflation 
to an annual rate of 3.7 per 
cent in November, and the 
Bundesbank may be tempted 
to set a tighter target band. 


TOKYO Emiko TerazonoJ 


Speculation that the 
government will be forced to 
rely on monetary measures 
to help the slumping economy 
due to the turmoil on the 
Japanese political scene, Is 
likely to support the bond 
market this weak. 

Hopes of a cut tn the official 
discount rate are mounting 
as the delay in the debate over 
political reform and 
disagreement over the lifting 
of the country's ban on rice 
imports among members of 
; the coalition government, is 
preventing authorities from 
compile fiscal measures for 
the economy. 

The damage to sentiment 
in the Tokyo stock market 
would be severe if the 
government postpones its 
announcement of additional 
fiscal measures widely 
expected this year, and could 
force the Bank of Japan to ease 
money market rates. Bond 
market investors expect the 
No 157 10-year benchmark 
bond, which foil through 3J2 
per cent last week, to test the 
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3 per cent level over the next 
few weeks. 

Such expectations are 
supported by further evidence 
of a worsening outlook for the 
economy. Following last 
week's Tankan - the Bank of 
Japan's quarterly report of 
business sentiment - which 
indicated weaker business 
confidence, economic 
indicators released this week 
are also likely to indicate the 
likelihood of lower long-term 
yields. 


Capital & Credit / Antonia Sharpe 


Salomon Brothers regains its ranking 


When the Treasury auction 
scandal hit the headlines in 
1991, everybody in tbe Euro- 
bond market believed Salomon 
Brothers had been dealt a fatal 
blow. 

However, to the dismay of its 
competitors, in less than two 
years the US investment bank 
is back in favour with the big- 
gest and most prestigious bor- 
rowers in the Eurobond mar- 
ket. 

These have included the 
Republic of Italy’s $5.5bn offer- 
ing of global bonds, the largest 
global bond offering and capi- 
tal markets transaction to 
date; the first Eurosterling 
offering for Depfa, Germany’s 
largest mortgage bank, which 
raised £500m; and the World 
Bank’s DM3bn offering of 
global bonds, the first global 
bond offering denominated in 
D-Marks. 

Having fallen as low as 16th 
place In 1991 because of the 
drop-off in business. Salomon 
Brothers Is likely to end this 
year in sixth position, the 
ranking which it held in 1990. 
It has also nearly doubled its 
market share - from 2.4 per 



Steven Tye: conscious of 
pockets of scepticism 

cent in 1991 to 4.2 per cent this 
year - according to IFR Securi- 
ties Data. 

The irreversible trend 
towards a global market has 
certainly helped Salomon 
Brothers to recover its position 
in the market Issuers wanting 
to broaden their investor base 
and diversify their funding 
sources have been attracted by 
its cross-border trading and 


distribution capabilities, as 
well as its in-depth knowledge 
of the various currency sectors 
in the Eurobond market 

They give us a well-rounded 
picture and they can mobilise 
resources quickly on the new 
issue side," says an official at 
the Province of Ontario, for 
whom Salomon Brothers bas 
lead-managed three out of four 
US dollar global bond offer- 
ings. 

However, it appears that it 
was not only Salomon 
Brothers’ trading muscle 
which pulled the firm back' 
from the brink, but also a fun- 
damental change in the way 
the firm wants to do business. 

Galling though it was at the 
time, the scandal was probably 
one of the best thing s to hap- 
pen to Salomon Brothers. This 
is because it was able to use 
those lonely months which fol- 
lowed to assess how to rebuild 
the firm's credibility and get 
rid of the brash image which 
developed during the second 
half of the 1980s. 

"The scandal turned out to 
be an amazing and cathartic 
opportunity," says Mr David 



David Karat: keen to promote 
Salomon's new image 

Karat, head of Salomon 
Brothers's debt capital markets 
group in London. 

He bad only joined in 1990 to 
beef up the firm’s primary 
fixed-income business. At that 
time, its investment banking 
division had virtually aban- 
doned its coverage of borrow- 
ers in the Eurobond market 
and was concentrating instead 
on mergers and acquisitions. 


Apart Cram his bright blue, 
braces, the 42-year -old English 
lawyer turned investment 
banker could not be more dif- 
ferent from the characters 
immo r talis ed in Liar’s Poker, 
the best-seller about Salomon 
Brothers. 

Softly-spoken and urbane, 
Mr Karat goes to great lengths 
to promote Salomon Brothers' 
new, chastened image. The 
words "relationships" and 
"commitment” crop up fre- 
quently when he talks about 
the firm's future. 

Mr Steven Tye, who joined 
Salomon Brothers as a money 
market trader in 1983 and who 
is now head of the fixed-in- 
come syndicate in London, is 
conscious of the pockets of 
scepticism which remain in the 
market. 

He is the first to admit that 
over the years Salomon 
Brothers did not think twice 
about pulling out of markets 
when they lost their attrac- 
tions. However, he believes 
that the firm's philosophy has 
changed and that it wants to 
make up for the short-term isra 
of the past. 
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American Reinsurance Company 
Princeton, New Jersey, USA 
are pleased to announce 
the opening 

of their London branch office. 

With effect from December 1 , 1 993 at 
52/54 Gracechurch Street, London EC3V OEH 
Tel: 071-8670911 
Fax:071-867 0912 

For further information please contact: 

Timothy J.H. Fox, Vice President and General Manager 


AMERICAN 

RE INSURANCE COMPANY 

American Re-Insurance Company is limited by shares incorporated under the laws of the slate of Delaware. USA 
Head office address: 555 College Road East. Princeton, New Jersey 08543-5241, U.S.A. 



European lO year benchmark bond yields 
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International / Richard Waters 

US junk bonds stay on the level 


The US corporate junk bond 
market has proved remarkably 
stable during the recent period 
of bond-market volatility. A 
sharp retreat in bond prices in 
October and November did lit- 
tle to disturb the pace of capi- 
tal-raising in a market which 
grew at a record rate this year. 

Yet. how vulnerable would it 
be to a jump in short-term 
interest rates? 

The primary junk bond mar- 
ket bas been thriving all year: 
with the pace of new bond 
issues still continuing strongly, 
the total sold for this year is 
likely to top $75bn. 

It is not difficult to see why 
sub-investment grade bonds 
have proved so popular. The 
US yield curve may have Bat- 
tened with falling long-dated 
bond yields (the spread 
between three-month and 10- 
year notes began the year at 
354 basis points and is cur- 
rently at 264 basis points), but 
with three-month rates little 
over 3 per cent, that still repre- 


sents a considerable pick-up. 

Also, yield spreads on junk 
bond issues have remained 
roughly constant ■through the 
year, at 200-400 basis points for 
a double B credit and 400600 
basis points for a single B. The 
effect of 3 per cent short rates 
is to magnify the attraction of 
these premiums: why invest 
short-term for next to nothing 
when a junk bond fund is 
yielding 9 per cent or more? 

Against this background, the 
bond market's slight attack of 
nerves earlier this autumn 
caused little concern. At the 
beginning of September, the 
bonds in Merrill Lynch’s sub- 
investment grade index yielded 
437 basis points over 10-year 
Treasuries: by the beginning of 
December, that spread had 
fallen to 398 basis points. 

Specialist mutual fluids have 
been the main buyers, 
although the high yields avail- 
able have attracted a far wider 
range of investors than is gen- 
erally perceived. Of the $75bn 


of bonds issued this year, 
roughly a third account for 
refinancing of old issues. Of 
tbe rest, around $15bn repre- 
sents new money from high- 
yield mutual Binds. 

The remainder has been 
bought by a broader range of 
equity and investment-grade 
bond funds looking for a ticker 
to boost their yields this year. 
Also, money managers han- 
dling pension plans are 
reported to be showing an 
increasing interest. This all 
suggests that the market has 
developed a broader base this 
year, giving it greater stability. 

It has also developed a 
broader platform of issuers and 
intermediaries. A number of 
commercial banks, including 
Citibank, Chase Manhattan 
and Chemical, have joined the 
growing list of investment 
banks in the market. The aim 
is to give customers access to 
credit markets as well as to 
bank leading, says Mr Nick 
Daifotis, head of high-yield 


debt at Chase, which this 
month led its Brat junk bond 
issue. 

But how vulnerable will this 
market prove to a rise in 
short-term rates? Junk bonds 
have much in common with 
equities: an improving econ- 
omy and low short-term inter- 
est rates boost the perceived £ 
credit quality of junk bond 
issuers, helping them to out- 
perform investment grade 
paper. 

During September, fully a 
10th of ail outstanding junk 
bonds - led by carmaker 
Chrysler - were reclassified by 
Moody's as investment-grade, 
says Mr Martin Fridson, a junk 
bond expert at Merrill Lynch. 
“There's a substantial equity 
component [in junk]." he says. 

That suggests these bonds 
would be susceptible to the 
same forces on the downside as 
equities - and that a rise in 
short-term rates could hit sub- 
investment grade paper with 
considerable force. 


NEW INTERNATIONAL BOND ISSUES 
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Investors keep 
their feet on 

the ground 


The 


tbeDojj 

at an alLtime high of 3,740.67, for 

a gain of 36 points on the week. But 

few investors are ready to kick up 

thdr hwk. even thou^i the air is 

thick with giad tidings on the 
*x***UJ.Tb* advance was narrowly 
based and aniall^itaHsation 


battered. 

Ironically, the subdued mood is 
perhaps the best reason of all to 
celebrate this Christmas. Over the 


were 


largely because its abiding caution 
has restrained any temptation to ' 
sprint ah ead of itself. 





Nevertheless, 'the blue chips are 
KWy to keep plodding ahoad Tmip»« 
the newly-resilieni bond market 

suddenly loses its bottle. But US 

Treasuries, which held fairly steady 
last week in response to favourable 
data an November producer and 
consumer prices, should offer less 
distraction for equities this week 
and not. Most institutions are 
believed to have dosed their books 
for big trades rmtii the new year ^ 
no market-moving readings an the 


«uvemoer aowntam, 

WaB Street is still haunted by “fear : 

of give-back,” as Mr Erfc Miller, chief 
investment officer at Donaldson, . 
i-uLKin & Jenretta inNew York, puts . 
it. That fear has subsided over fix* 
last fortnight, thanks to the rebound ' 
in bonds. “But it hasn’t been replaced 
by any firm conviction either," he 
says. 

For many, the market is just too 
good to last Amid the longest rally 
without a 10 per cent correction in 

the market’s history, the 
hand-wringing intensifies with each 
passing week. 

However, investors need not trawl 
through the annals to find grounds 
for scepticism over the market’s ^ 
durability. In the fourth quarter of 
last year, economic growth erngedprf 
4 per cent, only to fall back to 
anaemic levels In the first half of 
1993. With all indicators pointing 
to growth of 4 to 5 per cent in the 
current quarter, the market can be 
forgiven for feeling a sense of dejn 
ou this Christmas. 


economy were due out this week. 

In turn, a small ~ perhaps 
significant - shift in the sentiment 
may be under way, despite investors’ 
continued concern, over the 
valuation of stocks and gyratin g 
apprehension about a rise in 
short-term Interest rates. 

Last week's activity suggests 
equities are just beginning to 
decouple from movements zn the 
bond market for the first time m 
many months. In every bull market, 
says Mr James Sofloway, director 
of research at Argus Research in 
New Fork, “there comes a tbne when 
you can no longer depend on 
low-interest rates to bring stock; price 
'increments’*. 

That time, he says, may have 
arrived. Last week, the Dow was 
strong because of gathering strength 
. . of cyclical stocks. That suggests a 
tilt towards longer-term confidence 
in the economy. Advances by paper, 
metal car and nhamiral stocks, which 
lagged the rest of the market over 
the past year, were encouraging. 


Surprises lurk 
in extended 
trade account 

The Christmas season opens formally 
on the UK stock market this morning 
with the traditionally extended equity 
trading account which covers the 
holiday period. This week, far from 
offering opportunities for relaxing 
lunches and evening parties, could 
deliver farther surprises. 

The extreme squeeze on positions 
at tire big marketmaking houses, 
following a rise of nearly 6 per cent 
on the FT-SE 100 Index over the 
Budget account - and a not dissimilar 
performance on the FT-SS Mxd-250 
Index - has not been significantly 
relaxed. 

Quite apart from inflicting further 
pain on marketmakers 1 pockets, the 
prolonged squeeze implies that share 
prices will be forced sharply higher 
if US and continental European funds 
hit London again this week. 

The squeeze has shown itself most 
strongly in the banking sector, where 
account gains in Lloyds, Barclays 
and above all in Standard Chartered, 
range from twice to more than three 
times the gain an the market. 
Marketmakers' attempts last week 
to cut prices to attract stock were 
brushed oS by investors also 
determined to pick up what they 
saw as cheap shares. 

The second technical factor making 
for a perilous market this week will 
be the expiry on Friday in stock index 
futures. The December contract on 
the Footsie has made the running 
since its sudden recovery just ahead 
of the Budget disclosed that the big 
investment funds, at home and 
overseas, were taking a positive view 
of UK equities. 

The December contract has to be 
at parity with cash at around 10.15am 
on Friday; indeed, by rights, it should 
have been there by the end of last 
week. Fund managers have been 


FT-A All-Share index 


1,610 - — 



rolling futures investment forward 
into the March contract, but the 
specialists believe that around half 
of the 40,000 or so existing open 
contracts have still to be rolled 
forward. 

With March moving to a strong 
premium against the cash market, 
as well as against its fair .value 
calculation, this futures settlement 
looks like another pistol at 
marketmakers' heads. To make 
matters worse, many arbitrage 
positions between cash and futures 
remain open; fund managers are 
effectively kept out of arbitraging 
by stamp duty costs, so the big 
marketmaking houses will again 
bear a heavy share of this burden. 

Broader factors which could set 
London alight include any move on 
interest rates at the Bundesbank 
council meeting on Thursday, or the 
more likely announcement of a 
favourable ending to the Gatt world 
trade talks. The UK stock market 
followed European markets closely 
last week and the arrival of lower 
interest rates in Germany, although 
hardly unexpected, would make a 
fine Christmas present for Footsie 
followers. 

This focus on the blue-chip stocks 
should not distract from the 
second-line issues. The FT-SE Mid-250 
Index is largely free from the 
influence of the stock index futures 
market and has risen to new peaks 
as investors search for the leaders 
in a stock market still firmly fixated 
on growth. 


The successful passage of the Gatt 
trade agreement this week is already 
factored into the markets. However, 
Mr Sushil Wadhwani of Goldman 
Sachs cautions that last-minute 
compromises in the fine print during 
the rush to meet Wednesday’s 
deadline means there is still scope 
for disappointment. 

FRANKFURT 

The Bundesbank council meets for 
the last time this year on Thursday 
when it will set M3 targets for 1994. 
Hopes that the opportunity will also 
be taken for another cut in the 
discount rate are viewed by analysts 
as unlike ly to be f ulfill ed 

Vlas's extraordinary shareholders’ 
meeting tomorrow should clarify 
the merger conditions with 
Bayerawerk. 

Nine-month figures from Daimler 
on Wednesday are expected to show 
a DM2bn ($l.l0bn) loss, after the 
DM949m deficit at the half-year stage. 
MAN holds its annual meeting on 
Thursday. 

November wholesale prices, due this 
week, are expected to decline by 0.1 
per cent, continuing the process of 
disinflation of recent months. 


MADRID 

Underlying inflation figures for 
November, due on Wednesday, are 
expected to show a fall to 5.2 per cent, 
from 5.3 per cent in October. 

However, James Capel expects 
headline inflation to rise to 49 per 
cent, from October's 4.6 per cent, 
reflecting a limited fall in fresh food 
prices a year ago. 

MILAN 

Industrial production figures are 
due this week. UBS forecasts a 1 per 
cent decline in October, noting that 
recent surveys continue to point to 
falling production in the final quarter 
of this year. 

TOKYO 
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A volatile week is in store, dominated 
by short-term dealing ahead of the 
winter holidays. Economic figures 
this week are unlikely to provide 
surprises, with investors instead 
continuing to focus on political 
developments, including negotiations 
over tax cuts and other fiscal 
stimulus measures. 

HONG KONG 

China's reaction will be awaited on 
Wednesday when Governor Chris 
Patten tables the partial Bill 
re taining some of the less 
controversial elements of his 
democratic reform plans to the 
Legislative Council. 


RISK AND REWARD 

Joy on hold 
until December 


contract expires 


As Christmas 
looms, a fund 
manager’s 
thoughts often 
turn to locking 
in profits. End- 
of-year bonuses 
always set 
pulses racing - 
especially this 
year, when dividends and 
share price rises in the London 
market have provided a com- 
bined return of around 20 per 
cent If anything untoward 
happens between now and the 
end of the year, it will be too 
late to repair the damage, and 
investors and traders are 
beginning to feel the need to 
squirrel away their gains. 

Consequently, there will be a 
sigh of relief after this week’s 
all-important expiry of the 
FT-SE 100 futures contract for 
December. By 10.30am on Fri- 
day, the quarterly miracle will 
have occurred: the price of the 
contract will match the price 
of the underlying stock market 
and the contract will expire. 
However, four full trading days 
before expiry, some dealers feel 
a real miracle will be needed. 
The December contract has 
experienced sharp rises, a 
surge of overseas buying, and 
big movements in technical 
factors such as premiums and 
open interest 

The futures market operates 
either as an easy way into the 
stock market or as a hedge 
against potential losses. Insti- 
tutions such as pension funds 
or insurance groups buy a bas- 
ket of shares representing the 
FT-SE 100 index, and market- 
makers who sell those shares 
will buy futures to cover them- 
selves. 

In a perfect world, the futures 
contract has a no minal value 
slightly above the FT-SE 100 
index. This “fair value pre- 
mium” represents the interest 
that would have been earned 
from having funds in the b ank , 
minus the cash that would 
have been lost in terms of divi- 
dends. If the premium moves 
away from fair value, arbitra- 
geurs will capitalise on the 
spread. For example, if fair 
value is 10 and the futures con- 
tract moves to a premium of 20 


the “arbs” will sell the futures 
contract and buy the cash mar- 
ket. 

Large UK institutions have 
discovered the appeal of buy- 
ing futures first and picking up 
the shares later. 

Also, US investors have 
poured money into European 
markets this year and have 
often used the futures markets 
as their point of entry. Dealers 
estimate that US institutions, 
which are much more aware of 
the potential of derivatives 
markets than their UK coun- 
terparts, represent half the 
business in the London con- 
tract 

The appeal of the futures 
market was underlined after 
the Budget Investors funnelled 
cash into the London stock 
market Such was the demand 
that buyers were unable to 
obtain equities and bought 
futures contracts instead. 
When there should have been 
no premium, according to most 
dealers’ calculations, the 
futures contract was some 30 
points higher Than the stock- 
market. 

Mr Nigel Croft, derivatives 
analyst with Kleinwort Ben- 
son, says: “We haven't seen the 
futures at such a high level Tor 
the whole of this year and 
most of last Once it starts to 
go we could see it fall very 
quickly.” 

The demand is highlighted 
by the exceptionally high level 
of open interest a figure that 
represents both the number of 
long positions and the number 
of short positions in the mar- 
ket By the close of dealing on 
Friday there were still around 
45,500 open positions. 

That figure must be closed 
out by Friday morning. 
Long-term investors will let 
the contracts expire and collect 
stocks. 

With the stock market near 
its record high, it could take 
astute salesmanship to per- 
suade some funds to add to 
their wei ghtin gs, and the pres- 
sure to settle is expected to 
result in a volatile market. 
There is still a lot of shuffling 
to be done. 

Peter John 
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1 . . This, announcement appears as a matter of record only. 


This announcement appears as a matter of record only. 

LAPIS HOLDING A.S. 


LAPIS HOLDING A.S. 

and 


and 

OIL CAPITAL LIMITED INC. 


OIL CAPITAL LIMITED INC. 

have acquired production rights 
in 


have acquired production rights 
in 

TURKMENISTAN 


TURKMENISTAN 

defined as 


defined as 

Block I: Gubkin-Livanov 


Block III: Kotur Tepe 

which will be operated henceforth as 


which will be operated henceforth as 

LAPIS OIL CAPITAL INTERNATIONAL INC. 

LAPIS OIL CAPITAL INTERNATIONAL INC. 


"LOCI" 


"LOCI" 

The undersigned acted as advisor on this transaction 


The undersigned acted as advisor on this transaction 

' iff 

bank 


Wff 

BANK 

turkiye turizm yatirim ve dis ticaret bankasi as. 


TURKIYE TURIZM YATIRIM VE DIS TICARET BANKASI AS. 

TYT FINANCE CENTER. MASLAK MEYDANI BUYUKDERE CAD. 37. 80670 AYAZAGA, ISTANBUL - T0RKIYE 


TYT FINANCE CENTER. MASLAK MEYDANI BUYUKDEKE CAD. .37. 80670 AYAZAGA ISTANBUL - TOrKJYE 

Istanbul - Turkey 


Istanbul - Turkey 
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EMERGING MARKETS; This week 


The Emerging Investor / John Murray Brown 


Turkey’s market goes electronic 


It was billed as Turkey’s very 
own Big Bang. Friday Decem- 
ber the 3, and Mrs Tansu 
QiUer, the prime minister, was 
to inaugurate the new screen- 
based trading floor of the Istan- 
bul Stock Exchange, swinging 
the gong to open the two-hour 
session. 

If things bad gone to plan, 
the first trades would have 
started, as usual, at 10.30am. 
But what with traffic conges* 
tion on the Bosporus water- 
front, and the crush of Mrs 
Ciller's numerous admirers 
and her equally well repre- 
sented security officials, time 
slipped by. 

Indeed trading opened 10 
minutes late - for the first 
time in the exchange's history. 
More than that, Mrs Ciller 
placed an order for shares in a 
local porcelain company - spe- 
cially chosen by exchange 
experts - only to see the stock 
plummet, with her modest one- 
lot holding registering a TL600 
loss at end of the day. 

Turks are not known for 
being superstitious. However, 
some in the broking fraternity 
could be forgiven for thinking 
this a portent of the imminent 
change in the market's for- 
tunes after a remarkable year 
in which Istanbul has outper- 
formed almost all the world’s 
emerging markets, according 
to the international Finance 
Corporation, the affilia te of the 
World Bank. 

The Istanbul market’s com- 
posite index closed last Friday 
23*L8 lower at 17.951.9, down 1.7 


per cent on the week but up by 
more than 350 per cent on the 
year so far - in local currency 
terms. Measuring gains in 
terms of the US dollar merely 
halves the market's rate of 
climb. Average daily trading is 
running at about $83m. after a 
record high on November 30 of 
$219,9m. 

The Index has been driven 
higher by strong domestic 
demand, and an expansionary 
fiscal and monetary policy. 
Regulatory changes have also 
been introduced to encourage 
mutual and other funds to 
invest in equities, providing 
the market some badly needed 
liquidity. 

Analysts say the stock mar- 
ket still has some way to go to 
catch up with the real levels 
attained in 1990 before Saddam 
Hussein’s tanks rolled into 
Kuwait, and knocked equity 
markets sideways around the 
globe. 

But brokers are concerned 
that with a price earnings ratio 
of over 20, shares have already 
been marked up to reflect the 
buoyant activity or the econ- 
omy, which is growing at an 
estimated 8 per cent in 1993. 

Turkey's capital markets 
have deepened considerably in 
recent years. The fixed interest 
market, which was only 
started in June 199L now aver- 
ages a daily volume of $44m. 
Asset backed securities have 
become particularly popular 
with banks with consumer 
lending exposure, allowing 
them to increase their liquid- 
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ity. There is even talk of allow- 
ing hanks tO lSSUe ftr^nnier riaT 

paper. 

But the broking community 
is looking for a new impetus 
from the government. Istanbul, 
like many pipij irgiTi g stock mar- 
kets, stffi has a narrow inves- 
tor base. Many privately 
owned companies remain 
reluctant to dilute ownership 
by going to the market for 
equity finance, although 
changes to allow the issue of 
non-voting stock may ease this 
bottleneck. 

The bourse remains shallow. 
Some 150 companies are 
traded, although a much larger 
number have listed for the tax 
advantages. The free float is 
around $5bn compared with 
the market capitalisation of 
closer to $30bn. 

Moreover. Turkish equities 
have suffered in the shadow of 
the fixed interest instruments. 
Government fasns« of bills and 
bonds account for close to 70 
per cent of capital market 


Souc* Baring GkuMm 

activity. 

Insurance companies, in 
many countries the ballast for 
Hie equity market, retain an 
aversion to invest in stocks, 
which account for barely 10 
per cent of the total TL5,00dbn 
under management. Lehman 
Bros Securities in London esti- 
mates that 33-9 per cent of total 
pre-tax profits of the leading 
500 companies, has derived 
from income generated from 
non-operating activities. 

The equity markets face 
technical hurdles too. The need 
to settle within 24 hours of a 
transaction - a direct function 
of Turkey's high inflatio n, now 
around 65 per cent - is 
unpopular, particularly with 
overseas investors. However, a 
growing volume of business is 
now conducted through a cen- 
tralised depository system for 
settlement and clearance. 
Together with the move to 
electronic dealing, this will 
help to foster greater transpar- 
ency, and encourage the big 


institutional investors. 

Tax changes have bean 
designed to give breaks for 
mutual funds investing in equi- 
ties. A new package is now 
before parliament, which 
includes proposals to reduce 
the corporate tax rates for i 
companies going public. 

The market is also waiting to 
see if the government will stick 
to its undertaking to its Euro- 
pean trade partners to lower 
Import tariffs further in 1994 as 
Turkey prepares for a customs 
union with the European 
Union in 1995. 

Customs union could have a 
dramatic Impact on the profit- 
ability of companies in the 
auto and white goods sectors, 
which enjoy high protection in 
the domestic market However, 
a renewed commitment Grom 
the government to meet the 
deadline could also encourage 
a spate of new issues as compa- 
nies look to raise equity 
finance to pay for new invest- 
ment in technology - the only 
way many groups will be able 
to compete with cheaper 
imports. 

With Mrs Ciller committed to 
more radical privatisation, bro- 
kers are looking anxiously at 
the market's ability to absorb a 
spate of new stock, without the 
arrival of large institutional 
investors. 

The central problem is that 
while budget expenditure rises, 
the government’s own need for 
funds will continue to divert 
money away from the equity 
markets. 


■ Venezuela 

Venezuela’s new president- 
elect, Rated Caldera, unsettled 

the market in file country’s 
Brady bonds in his first 
post-election press conference, j 
writes Stephen Fidler in ' 

Caracas. He said that . 

Venezuela recognised its 
obligation and would not 
renege on them, but said that 
the debt schedule was 
especially burdensome in 1995 
and 1996. 

He added that the current .* 
weakness of oil prices 
"constituted a new fact that 
has to be considered by our 
creditors”. If Mr Caldera does 
think he can renegotiate the 
debt, it may be more difficult 
than he recognises: the Brady 
bonds are ter more widely 
spread out among banks and 

private investors than the old . 
bank debt it replaced. 

■ Lebanon 

Thri t jhanos e government fa 
delaying plans to raise $300m 
C£20lm) for reconstruction 
work in Beirut by issuing 
Eurobonds. It said that it hopes 
to obtain more favourable 
terms in the new year. 

Some analysts s aid they 
thought the issue had been 
postponed so that the 
government could assess the 
reception of the (650m equity 
offering of Sohdere, a (L8bn 
property company set up to 
rebuild the centre of Beirut, 
which closes on January 10. 

■ Indonesia 

Baring Securities’ 
newly-arrived Asian strategist 
Alan Butler- Henderson has 
been setting out his thoughts 
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in London. Mr 

Butler -Henderson has a 

standing forecast of 15,000 for 

the Hang Seng index in 1995. 
but he tikes'Indonesia best for 
1994, foretasting a gain in the 
Jakarta market of 64 per cent 
from end-Novexnber 1993 to 
December 31 next year. 

■ Brazil 

The country’s privatisation 
programme has hit a problem 
after the government admitted 
Mure in its attempt to sell 
petrochemical group 

Petroqufmica Unite (PQO). 

At an auction last week only 
some 5m of the 50m shares on 
offer had attracted bidders. 
The privatisation bad already 
been postponed five, times. 

■ Bombay 

Foreign stock brokers have 
been given permission for the 
first time to operate in the 
country on behalf of overseas 
funds. Four firms, James 
Capel, Mer lin Partners. 
Kleinwort Benson and Credit 
l^runnais Securities, will 
operate on behalf of funds 
which have invested up to 
$6S0m over the past year. 

Last year India allowed a 
wmaTI number of foreign 


institutional investors to 
invest in its 23 stock markets 
.for the first time. 

■ Shanghai 

Chinese authorities, concerned 
at the disappointing 
performance of the B share 
market open to foreign 
investors, are thought to be 
p lanni ng measures to boost 
activity. The B share market 
has suffered from weak prices 
and sluggish turnover, while 
H shares issued by Chinese 
companies in Hong Kong from 
last summer have been 
performing very strongly. 

■ Taiwan 

High-technology companies 
in 10 industries are to be 
Included in the list of 
lower-requirement category 
C shares, in an effort to help 
the companies to raise funds. 
Category C companies will 
require a minimum paid-in 
capital of T$200m and a net 
asset value not below 
two-thirds of their 
ca pitalisatio n. 

• Further coverage of 
emerging markets appears 
dally on the World Stock 
Markets page. 
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Dealers wait for Gatt and Bundesbank 


The Uruguay Round of the General 
Agreement on Tariffs and Trade (Gatt) 
and Thursday’s meeting of the Bundes- 
bank’s central bank council will hold 
foreign exchange dealers' attention this 
week. 

Financial markets have broadly dis- 
counted a successful conclusion of the 
Gatt talks by Wednesday's deadline. An 
agreement is seen to promote trade lib- 
eralisation. leading to lower prices, 
while a Mure is perceived to lead to 
protectionism and inflationary pres- 
sures. While an agreement has been 
largely priced in, its confirmation is 
expected to trigger a brief fillip by bond 
prices and currencies. 


On Thursday the Bundesbank should 
unveil its M3 money supply growth tar- 
get for 1994 amid speculation that this 
will be accompanied by another cut in 
key interest rates. It recently set fixed- 
rate securities repurchase agreements 
at 6 per cent through the first week of 
January, widely quelling hopes for fur- 
ther rate cuts before the year-end. How- 
ever, some analysts still feel the Bund- 
esbank may cut its 5.75 per cent 
discount rate before the new year. 

A December discount rate cut could 
damp speculative pressures early in the 
new year, noted Ms Alison Cottrell. 
European economist at Midland Global 
Markets. Moreover, “a cut might be 


easier just ahead of November M3 and 
the passage of the 1994 Budget on 
December 17 - assuming both are satis- 
factory to neutral - and coincident with 
the announcement of a lower M3 target 
for 1994, than it would closer to Janu- 
ary’s tax-bloated cost of living figure.” 

Amid continued easing hopes, the 
D-Mark is likely to remain soft against 
most of its hard-core counterparts in 
Europe's exchange Tate mec hanism . 
However, few analysts expect to see a 
continuation of last week's hefty gains 
by these currencies, notably the French 
franc. The Bank of France's perceived 
reluctance to cut interest rates indepen- 
dently of the Bundesbank, its continued 


need to rebuild foreign currency 
reserves and the patchy French recov- 
ery are likely to cap the franc's upside 
against the D-Mark, analysts say. 

Meanwhile, a setback for reformist 
parties in the Russian elections could 
cause some currency volatility, with the 
D-Mark likely to be most hit 

The US dollar may be shaken by a 
raft of economic data due fids week 
winch might give it the awaited push 
through key resistance at DM1.7250. 

Sterling is expected to trade in a nar- 
row range around DM2.55 before 
Wednesday's November inflation .fig- 
ures, though rate-cut speculation is 
likely to underpin the currency. 
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FINANCIAL TIMES SURVEY 


OIL AND GAS INDUSTRY 



ood swings are 
nothing new to 
the world's oil and 
... - gas Industry. Its 

to*™* •* *rlt laree with 
exnrane movements in prices 
anda supply situation that can 
fl uctua te rapidly between 
shortfalls and surplus. 

To some observers the 20 ner 
cent slump in oil prices this 
year may be seen as merely a 
temporary blip. Advocates of 
this argument say demand and 
supply is nearly in balance, 
and that oil prices are likely to 
edge back up to average S17-*18 
next year. The most recent 
price tails, they believe, reflect' 
over-nervous finanw mar- 
kets, which have reacted badly 
to persistently low demand in 
the main consuming countries 
at a time of particularly planti- 
fhl oil supplies. 

But others warn that today's 
depressed prices may be Just 
the first phase of a deeper cot 
lapse. 

They note that crude oil 
prices have fallen by an aver- 
age of 9 per cent a year since 
1991, with few positive factors 
on the horizon. 

Traders are beset with rea- 
sons why oil prices could fall 
further. There is the prospect 
of even greater amnnints of on 
becoming available year 
from a resurgent North Sea 
and other producers outside 
the Organisation of Petroleum 
Exporting Countries. 

There is also considerable- 
scope for. market volatility in 
the run-up to the re-emergence 
of Iraqi oil exports, possibly as 
early as the second half of 1994 
if Baghdad meets United 
Nations demands over the 
long-term monitoring of indus- 
try with militar y potential. 

Pessimistic observers say 
such conditions could even 
prompt the benchmark Brent 
Blend to fall below $10 a barrel 
- a level last awm in the price 
collapse of 1986 - although in 
real trams prices are already at 
those levels. 

The major oil companies had 
been scurrying off in search of . 
new supplies of relatively 
cheap oil. That search has been 
fuelled by the opening up in 
recent years of large parts of 
the world previously out-of- 
bounds to the industry, includ- 
ing the former Soviet Union 
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becomes the jewel in the crown 


arid fitifna 

*But much of the industry's 
current capital spending Is stfll 
concentrated in well-known 
areas. - 

This Is due in part to the 
application of new seismic and 
drilling technology. This is 
occurring both in new areas, 
just being opened to explora- 
tion, as well as in mature; 
regions such as the North Sea 
and the Gulf of Mexico, whose 
original development can be 
traced to earlier periods of 
high oil prices. 

Such techniques are being 
used by both the major compa- 
nies and a growing band of 
independents to add substan- 
tially to the life of many exist- 
ing fields and producing 
regions. 

Such strategies liave thp 
added benefit of maximising 
the investment made over the 
years in costly infrastructure 
such as platforms, pipelines 
and terminals. For the trig inte- 
grated oil companies* however, 
the recent danh'np in oil prices 
and flie knock-on effect on 
their share- prices, has t ake" 


Oil prices, which feil 20 per cent this year, may suffer even steeper 
falls once Iraq comes back on stream, writes Robert Corzine. But 
gaSi once the oil industry’s poor relation, is now the star performer 


much of the gloss off such 
achievements. 

Suddenly the themes put for- 
ward by both the US and Euro- 
pean majors and which so 
impressed the markets earlier 
this year - successful reduc- 
tions in overheads and a 
renewed focus on core busi- 
nesses - no longer seem so 
convincing. Sceptical investors 
wonder what will happen to 
the majors’ cash flow if aver- 
age prices next year are closer 
to the current level of $14 a 
barrel, rather than the $18320 
a barrel to which a number of 
companies have successfully 
adjusted. 

Weak oil and share prices 
would also affect the search for 
ever-cheaper and bigger 
reserves in the world's frontier 
areas. 

Exploration efforts in remote 
areas of China and the coun- 
tries of the former Soviet 


Union are in their early stages. 
The majors have committed 
large amounts of skilled man- 
power, but their capital costs 
are so far relatively small. 
That could soon change, how- 
ever, as projects in those areas 
become serious competitors for 
scarce development funds, say 
analysts. 

The scale of such undertak- 
ings is illustrated by a recent 
estimate by Manhattan 

Bank that western companies 
could be spending more than 
$5bn a year on exploration and 
development projects in the 
former Soviet Union within a 
“couple of years, and much 
more in five to 10 years”. 

The integrated majors have 
downstream profits to fall back 
on when prices weaken, a fac- 
tor much in evidence in third 
quarter results. But chronic 
refining over-capacity in 
Europe threatens to undercut 


margins, while the recession in 
Europe and Japan continues to 
dampen final demand. 

The independent exploration 
companies have no down- 
stream buffer to fall back on. A 
prolonged period of price weak- 
ness could not only cut into 
new exploration and develop- 
ment spending. It could also 
trigger off an acquisition hunt 
by bigger cash-rich companies 
keen to secure sound assets at 
bargain prices. 

T he financial pressures 
imposed on the corpo- 
rate sector by low oil 
prices are nothing, however, to 
those being felt by the 12 mem- 
bers of Opec. The extent of the 
potential damage is high- 
lighted by the fact that for 
every annualised dollar fall in 
the oil price, member states 
lose a combined $5bn in annual 
revenues. 


Opec's overall oil revenues 
have fallen steadily in the first 
three quarters of this year. The 
most recent price falls mean 
they could reach a level not 
seen since before the Kuwaiti 
crisis of 1990, according to a 
recent study by the London- 
based Centre for Global Energy 
Studies. Even Saudi Arabia, 
the dominant producer, is 
experiencing a budgetary cri- 
sis. 

The failure or inability of 
many Opec members to diver- 
sify their economies and 
reduce their dependence on oil 
revenues has compounded the 
pain induced by the price falls. 

It also raises the spectre of 
possible social unrest in the 
most vulnerable Opec coun- 
tries. such as Iran and Nigeria, 
whose non-oil domestic econo- 
mies are performing poorly. 

The oil industry is looking to 
Opec to stabilise the market 


with production cuts. But the 
organisation faces a dilemma, 
according Gulf Arab officials. 
A modest cut from its current 
output ceiling of 24.52m barrels 
a day might send a positive 
signal that Opec can fine-tune 
production to suit very 
short-term demand. But it 
would also cause some mem- 
bers to cheat on their individ- 
ual production quotas, say the 
Gulf officials, thereby trigger- 
ing further price falls. 

Opec's decision in November 
to maintain the present pro- 
duction ceiling into the new 
year was also based on a belief 
that the demand will increase, 
either through bad weather in 
the industrialised world or as a 
result of cheap prices encour- 
aging the greater use of oil in 
those economies which are 
growing. 

But the decision also 
reflected Opec anger that Inde- 
pendent producers are nibbling 
away at the organisation’s 
market share. 

Opec no longer wants to play 
the role of swing producer, say 
officials, and a production cut 


would simply hasten the gains 
being made by non-Opec 
producers. 

The decision not to budge 
was also a reflection of the 
reluctance on the part of Saudi 
Arabia and other large Opec 
states to cut quotas in advance 
of Iraqi exports being 
readmitted into flze production 
ceiling, probably by the second 
half of next year. 

An emergency meeting will 
be called as soon as the UN 
gives the godhead for renewed 
Iraqi exports. It could prove to 
be one of the most contentious 
in Opec history given the 
antagonism between Iraq and 
its Gulf neighbours. 

Iraq, which has the world's 
second largest reserves, is 
adamant that it should be 
allowed to return to the export 
markets with a large quota. 
But that would require deep 
cuts in the quotas of other 
members, most notably Saudi 
Arabia, at a time when their 
need for oil revenues is rising. 

The pessimistic mood which 
has gripped the oil industry 
has shown no signs of infecting 
the gas sector. Gas is 
increasingly being viewed as 
the most environmentally 
benign fuel, a label which is 
ensuring a high degree of 
interest in developed markets 
such as Europe. 

In October the first gas was 
delivered to continental 
Europe from fields off Norway 
under the Troll agreement, the 
largest commercial contract in 
the history of the petroleum 
industry. 

A number of pipeline 
proposals are under 
consideration to link 
continental Europe with new 
reserves. These include the 
possible construction of an 
inter-connector between the 
UK and Belgium, as well as 
additional lines from Russia 
and Norway. 

In the US, newly-deregulated 
markets have resulted In 
higher prices, which in turn 
have persuaded a number of 
companies to explore for new 
reserves. 

Elsewhere, and especially in 
Asia, gas-fired power 
generation schemes are seen as 
one of the fastest and cheapest 
ways to make up from 
shortages of electricity. 
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“Canadian companies drilling for pH and servicing existing 
wells in Siberia are achieving a 90% yield instead of 10% 
thanks to sophisticated Western technology. 

The Canadians use Panaipina to ship their entire drilling equip- 
ment by sea, rail arid air-freight from Canada." 


■ Panaipina is awarded contracts 
because it is not only familiar with 
the special requirements of the oil 
and energy sectors, but also has a 
wealth of experience in dealing in 
transportation with Russia, 

■ Thanks to Panalpinafc combined 
cargo computer system, the 
Canadians are able to see from their 
own PC where the transport with the 
equipment is at any given time. This 
makes it possible for work to be 
scheduled far more efficiently. 


■ Since 1 October 1992, 
Panaipina has transshipped and 
forwarded approximately 5.000 
tonnes or 40.000 m 3 of oil-drilling 
equipment via St Petersburg, 
Archangel and Kaliningrad to 
Siberia and other regions of the 
former Soviet Union. 

■ With Panalpinafe tele- 
communications, its perfect 
logistics and transport specially 
tailored to every cargo, 

Panaipina offers a full service of 
the very highest standard. 
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The Panaipina network keeps the manager responsible in constant touch with engineers and 
pitject supervisors. 
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OIL AND GAS INDUSTRY II 


T he Tarim basin in northwest 
China, the Caspian Sea and Azer- 
baijan are among the exotic Loca- 
tions which have drawn the 
attention of the world's oil and gas compa- 
nies daring the past year as they seek to 
secure new reserves for the 2lst century. 

They and dozens of other remote areas 
figure prominently in the “frontier strate- 
gies" under which a growing number of 
companies are ranging beyond their tradi- 
tional operating areas. But the focus on 
trying to find very large oil and gas fields 
In frontier areas has diverted attention 
from a surge of renewed Interest in 
mature regions, such as the Gulf of Mexico 
and the North Sea. 

Advances in both exploration and pro- 
duction technology combined with the 
desire to maximise the heavy investment 
in the infrastructure of such areas is driv- 
ing the trend. 

It has been most evident in the past year 
in the Gulf of Mexico, where oil produc- 
tion began more than 40 years ago. Explo- 
ration of the area dropped sharply in the 
late 1980s as some of the bigger companies 
began to look abroad for new reserves. But 
buoyant US natural gas prices have 
attracted a large number of Independent 
companies to the region. 

Their success rate bas been enhanced by 
their ability to gain relatively cheap access 
to three-dimensional seismic data. This 


Explorers target new and old territories, writes Robert Corzine 


From China to Mexico 


technique, combined with the much 
greater power of the latest generation of 
computers, has enabled geologists to “see" 
through structures such as salt domes. 
These structures had blocked views 
derived from the earlier two-dimensional 
seismic techniques. 

The new seismic technology has also 
helped in the discovery of smaller satellite 
fields close to existing platforms. Many of 
these can then be tapped by horizontal 
drilling from an existing platform. The 
technique can reach reservoirs as far away 
as 6km, eliminating in many cases the 
need and cost of building a new platform. 

Other new technology, such as tension 
leg platforms, is allowing companies to 
move into deeper water. The Mare field, 
described by Shell and British Petroleum 
as the largest discovery in the Gulf of 
Mexico for the past 20 years, lies in 2.933 
feet of water. 

Technology has also played a key role in 
maintaining production in the North Sea 
where early fields such as Bkoftsk, off 
Norway, and Brent and Forties In the UK 


are being re-engineered to prolong their 
production life. The reengineering of the 
Brent field, the UK's largest ofl producer, 
by Shell and Esso, includes a shift in 
emphasis to gas production. The work, 
which will cost £l-3bn and take five yearn 
to complete, will add 10 years to the field's 
production Ufa 

Mr John Browne, managing director of 
BP Exploration, believes the life of North. 
Sea production could extend well into the 
next century “even if prices never rise 
again in real terms”. He says that new 
technology could push recovery rates as 
high as 70 per cent of reserves within 20 
years, compared with the 50-55 per cent 
achieved in only a few fields at present 

Companies are only now beginning to 
realise the full scope for cost redactions in 
the North Sea. The UK Offshore Operators 
Association, whose membership includes 
all 36 companies producing oil and gas in 
the UK sector of the North Sea, believes 
savings of up to 30 per cent in capital costs 
of offshore platforms could be made if 
more attention was given to standardisa- 


tion of designs and equipment A recent 
report contained a series of recommenda- 
tions detailing new codes and practices. It 
predicted that substantial cost savings 
were possible within two or three years if 
the basic proposals were Implemented. 

Mr Browne believes that a 30 per emit 
cut in capital costs and a 50 per cent cut in 
operating costs over the next 20 years 
“could raise the total volume recoverable 


from the North Sea by 25 per cent - from 
of ofl et 


equivalent to 


around 60bn barrels 
around 75bn". 

The way in which technology and 
higher productivity can prolong the life of 
mature areas is unlikely, however, to lead 
to any sharp failoff in ofl company Interest 
in frontier areas. But thetr sheer distance 
from the world's main markets lank of 
local infrastructure make them a 
long-term proposition. 

China's Tarim basin, for example, is 
2,500 miles from the coast Studies suggest 
it could cost as much as ¥6 to move a 
barrel of oil through a proposed pipeline to 
China's main marke ts- A >%% level Of 



A BP warkar near Pnidhoe Bay. Atorta: hosta® 
environments are ah I part of the day’s work - 


transportation charges is likely in other 
promising but landlocked areas, such as 
TEjraakhgtnn. 

The political uncertainty surrounding 
the future of such countries and the need 
to move oil or gas across sometimes 
unfriendly borders complicates their devel- 
opment, even if the per barrel cost of prod- 
ucing oil or gas is attractive. 


Natural gas is undergoing a 
metamorphosis. Within just a 
few years it has shed its status 
as a nuisance by-product of oil 
and has donned the mantle of 
being the “noble" fiieL 

Shares in oil companies rich 
in gas reserves have enjoyed 
stock market premiums in the 
past year. Gas distributors in 
industrialised countries are 
increasingly moving into inter- 
national markets. Deregulation 
of the industry in the US has 
boosted prices and set off a 
mini-exploration boom in the 
Gulf of Mexico. Growing mar- 
kets in the UK have resulted in 
mature North Sea oil fields, 
such as Brent, being reengi- 
neered as gas producers. 

Further afield there has been 
a proliferation of proposals to 
build new pipelines to link 
remote reserves found in Rus- 
sia, other former Soviet states 
and the Middle East with mar- 
kets in Europe and Asia. 

The rising interest in gas 
across the world begs the ques- 
tion. however, of whether com- 
panies can actually develop a 
global strategy for gas along 
the lines of the international 
oil business. For unlike oil, the 


NATURAL GAS 


The pressure rises 


gas business varies widely by 
region, in addition it is not an 
internationally tradeable com- 
modity in the sense of oil. 
which can be easily trans- 
ported to a variety of markets 
in relatively small amounts. 
The high costs of gas require a 
direct physical and contractual 
link between the production 
site and consuming area. 

But there is no shortage of 
companies, mainly from the US 
and Europe, chasing the grow- 
ing list of opportunities. They 
form three main groups: 

• The development of specific 
gas fields for use in power gen- 
eration schemes. The number 
of such projects has grown 
steadily, with many companies 
focusing on Asia, where gas 
consumption bas risen by 126 
per cent in the (test 10 years 
and where electricity shortages 
have emerged because of rapid 
economic growth. 


• The linking of large remote 
reserves to the main industria- 
lised consuming countries, 
especially in Europe and Asia 
through long, high-capacity 
pipelines or by deliveries of 
liquefied natural gas (LNG). 
The high cost of such projects 
usually results in the forma- 
tion of a consortium to spread 
the risks. A good-sized LNG 
scheme can cost $5bn to 
develop. Pipeline projects can 
cost even more - the Troll 
project Unking North Sea gas 
fields off Norway with six 
European consuming countries 
will cost Sllbu. 

• The refurbishment of age- 
ing domestic gas supply 
systems, a Dumber of which 
are being privatised. 

British Gas, the biggest 
Western integrated gas com- 
pany, has decided that its best 
growth prospects lie in apply- 
ing its experience in both 



emc 


European Marine Contractors 

Synonymous with offshore pipeline construction 


European Marine Contractors construction record includes many major 
pipeline installations. Recent projects include construction, ahead of schedule, of 
the world's largest offshore pipeline complex, Zeepipe Phase 1, bringing gas 
from the giant fields in Norway, to their market in Europe. 


EMC owns and operates two semi - submersible iaybarges - Castoro Sei and 
Semac 1. These Iaybarges benefit from an enhanced equipment specification, 
and bring a proven track record of productivity in demanding environments. 


In addition, EMC owns the multi - role construction barge Castoro Dieci, the 
world's most capable pipeline plough - PL2, the jet sled trench barge Bar 331, 
and the monohull diving support vessel Bar Protector. These enable EMC to 
implement all aspects of pipeline construction, from large diameter deepwater 
pipelay, to shallow water pipelay, pipeline landfalls and pipeline burial. 


Proven project management expertise, co-ordinating construction activities and 
diverse sub-contractors, has delivered significant advantages to clients 
reducing construction interfaces, the potential for delay and client costs. 


Increasingly, EMC's management role is being extended to E.P.I.C. contracts, 
with client's entrusting wider responsibilities to the EMC management team. 


European Marine Contractors , the leading offshore pipelay 
contractor is an expanding company - committed to 
satisfying the requirements of it's clients, and to continually 
adapt to the industry's challenges in and beyond the 1990's. 


Enrop »■» Marine Caalrarlara Limited 
rirnse contact : Telephone - I 44 ) OR I 541 2208 
Facsimile - C 44 I OBI 54V 3316 
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upstream and downstream 
areas to less regulated interna- 
tional markets. 

The company recently sold 
its Consumers Gas subsidiary 
in Toronto, the largest single 
element of its international 
holdings grouped under Global 
Gas, the international trans- 
portation and distribution divi- 
sion. The sale did not reflect a 
scaling back of British Gas' 
international ambitions, 
according to Mr Russell Her- 
bert, head of Global Gas. It 
merely reflected a change in 
strategy to concentrate on less 
mature markets. 

A model for future projects, 
says Mr Herbert, is British 
Gas’s current refurbishment of 
the privatised Buenos Aires 
and Berlin gas supply systems. 

Asia looms huge in British 
Gas’s expansion plans, with a 
variety of exploration and pro- 
duction projects and power 



generation schemes in Thai- 
land. Vietnam. Malaysia, 
Indonesia and Pakistan. 

Its largest single project is 


the Karachaganak field in 
Kazahkstan, which could co6t 
British Gas and Agip, the Ital- 
ian oil company, as mn rh as 


$6bn to develop. 

A niTmhpr of o ther compa- 
nies known mainly for ofl pro- 
duction are significant forces 


Security and moderation are the Saudi aim, says Mark Nicholson 


Power with responsibility 


Whatever the short-term 
pressures on Saudi Arabia's oil 
policy, the kingdom appears 
determined that these shall not 
divert the world's biggest oil 
exporting country from its 
longstanding goals of enhanc- 
ing market stability, increasing 
integration of its upstream and 
downstream operations and 
pursuing a strategy designed 
to assure security of supplies 
at generally moderate prices. 

But with prices dipping in 
late November to a five-year 
low, these pressures have 
never been greater on the king- 
dom since the Gulf war, during 
which Saudi Arabia boosted 
production from 5.4m barrels a 
day to nearer 9m b/d to fill the 
void left by lost Iraqi and 
Kuwait production. Since then, 
Saudi Arabia has stubbornly 
clung to its expanded share of 


Since the 1990 Guff war, 
the Saudis have clung 
stubbornly to their bigger 
Opec output quota 


total Organisation of Petro- 
leum Exporting Countries out- 
put and. despite the recent 
weakening of prices, refused to 
consider cutting output below 
8m b/d, its present production. 

At the last ceiling-setting 
Opec meeting in October, how- 
ever. the kingdom held its pro- 
duction level at 8m b/d even 
while allowing other members 
to raise their allocations to 
meet an expanded official level 
of 2-L52m b/d. Some analysts 
interpreted this as the king- 
dom resuming its pre-Gulf war 
role as the organisation’s 
swing producer. But Saudi offi- 
cials resist the thought reso- 
lutely. “That is not right at 
all,” says one. “No short-term 
action on our part should be 
interpreted as a change of pol- 
icy" 

Wliile the burdens of Saudi 
Arabia’s budget deficit prob- 
lem and the intense pressures 
of hard-pressed Opec col- 
leagues have combined 
recently to raise the impor- 
tance of price in the calculus of 
Saudi oil policymakers - ’It's 
an important, key issue", says 
a senior official - Saudi Arabia 
remains committed more fun- 
damentally to assuring that 
the world receives secure sup- 
plies of oil at prices which will 
not discourage its use in 
favour of other energy sources. 

Accordingly, the kingdom 
has proceeded apace with 
expansion plans at Saudi 
Aramco which will see the 
world’s biggest Integrated oil 
company capable of sustained 
production of 10m b/d by the 
middle of next year. Present 
celling capacity, according to 
Aramco staff in Dhahran, lies 


at around 9.4m b/d. 

Much of the initial dobottlo 
necking which allowed for the 
expansion was undertaken dur- 
ing the surge to boost output 
during the Gulf war, accelerat- 
ing plans laid before the con- 
flict. Costlier work to bring on 
stream new fields south of 
Riyadh, notably the super light 
crudes in the Hawtah field, 
will be complete by next year. 
The total cost of the expansion 
will he around $15bn-$17bn 
according to Aramco staff. 

Exploration is also continu- 
ing. with Aramco concentrat- 
ing on areas around the west- 
ern province and the Red Sea 
coastal plain. “We’re essen- 
tially going back to areas 
explored first in the 30s and 40s 
with better technology,” says 
an Aramco official. 

But it was another event this 
year which consolidated Aram- 
co’s position as perhaps the 
world’s biggest oil group. The 
company could already boast 
being the world's biggest 
exporter and its custodianship 
oF the kingdom's 258bn barrels 
of recoverable crude gives it 
unchallenged reserves - more 
than a quarter of the world’s 
known oil. In June, however, 
the government announced 
Aramco's merger with S ama - 
rec, which was then the state- 
run refining and marketing 
arm. 

Although the act was 
entirely consistent with the 
kingdom’s long professed pol- 
icy of integrating its ofl indus- 
try, both to achieve cost effi- 
ciency and to assure greater 
market stability, it neverthe- 
less took industry executives 


eminent department not a 
top-notch corporation,’’ says a 
US oil official- 

Six months into the merger 
and the administrative union 
appears almost complete. 
Aramco has subsumed most of 
Samarec’s operations into a 
new “business centre" headed 
by Mr Abdelaziz Hokail, who 
headed a 100-strong task force 
which managed the dovetailing 
In July. So far, very few of 
Samarec's 11,000 staff have lost 
their jobs and those who have. 


say Aramco staff, have gone 
voluntarily. 

The result is to endow 
Aramco with a considerable 
addition to its refining capac* ■ 
ity, which before the merger, 
lay solely in the Aramco-man- 
aged 300,000 b/d Ras Tanurah 
refinery north of its Dhahran 
headquarters. How Aramco 
manages the 394,000 b/d capac- 
ity at the kingdom’s three 
domestic refineries in Riyadh, 
Jeddah and Yanbu and the 
kingdom's interests in the joint 


Aramco is set to become 
the world's biggest 
integrated producer and 
refiner 


by surprise. 

In particular, many won- 
dered why Mr Hiaham Nazar, 
the oil minister, took a step 
which essentially eliminated 
Samarec as a distinct entity 
after having made such efforts 
to define the group's corporate 
identity. Saudi officials, how- 
ever, prefer to characterise the 
step as simply one in a natural 
progression towards a fully 
integrated oil industry, saying 
that the timing was “irrele- 
vant" and that Samarec had 
always been viewed as a provi- 
sional entity. 

But many oil executives In 
the kingdom believe the move 
was designed to impose on the 
kingdom’s refining and mar- 
keting operations what is uni- 
versally considered to be 
Aramco's tighter and more effi- 
cient management ethos. 
“Samarec was run like a gov- 
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The growing competition among coun- 
tries for foreign investment to help 
develop their petroleum resources is also 
jjjjejy to exert a strong in fluence on where 
oil companies look next Much of the inter- 
est in the world's more remote rasas can 
be traced to the withdrawal or exclusion of 
many western ofl companies from Middle 
Eastern and Latin American co un t rie s as 
a result of nationalisation, I ; . 

There is no prospect that the old conces- 
sion system in the Mi ddle Bast will be 
revived, but some of the barriers io west- 
ern oil companies in the region are being 
lowered. There were reports tids year that 
Kuwait was discussing exploration pros- 
pects with western companies, while 
French companies to particular are posi- 
tioning themselves - to take advantage c£ 
opportunities in Iraq rare IJmted Natkss 
sanctions are lifted. 

The prospect that western ml companies 
could become more deeply involved in the 
Middle East in years to come has been 
boosted by the feet that many countries in 
the region cannot afford to develop on 
their own the new reserves needed-to 
maintain, let alone enlarge, thefr capaci ty. 
The relatively low cost of much ofl in foe 
area obvious appeal to werieni compa- 
nies. but the political risks of the region 
remain, relatively high despite tits peace 
agreement between Palestinians- and- -the 
Israelis. 
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in global gas markets. Shell, 
for example, has large gas busi- 
nesses in the US. Barope and 
Asia. Its concentration has 
been on exploration anet pro- 
duction rather than, distribu- 
tion, a trend which is fikriy to 
continue. 

Natural gas forms 68 per 
cent of foe provem- reserves of 
Total, the French company, 
which is particulariy Strong in 
Asia and Europe. BS compa- 
nies such as Mdbfl. Bxxnn ahd 
Amoco are also keert to build 
on their strong gas reserves. 

A number of national gas 
simply companies, such as Gaz 
de France, are seeking to profit 
internationally from their 
domestic expertise. Ifee per- 
ceived need fo be aide tef com- 
pete internationally was one 
of the roafp factors behind 
the deal ewrl fer this . ^ar in 
which Gas Natural, ^ Spain’s 
national domestic gas dfetribu- 
tor 45 per cent dwhed by Rep- 
sol the state confrolted energy 
group, bought Enegaa, the 
monopoly industrial gas sup- 
plier, which is folly owned fry 
fhestate. 
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venture Yanbu (250,OOGb/d) and 
Jubail (340^00b/dJ export refi- 
neries.. It algo assumes the 


state’s interest in the S&MMQb/ 
d Bjtidg h plant, jcdntly owned 
. with Mr John Lekis, the Greek 
businessman. 

Aramco staff sought to stress 
throughout ^ tha merger that 
none of Samarec's current 
operations wotfld.be affected - 
a- promise oil executives out- 
side the group say has been 
largely honoured. However, 
the stamp of new Aramco malt 
agement has already had a 
marked effect on what had 
been Samarec's ambitions 

future p lanning '■ “ / 

A $4bn multi-stage plan to 
upgrade quality at oB the pre- 
viously Samareornn refineries 
. O ConhL anfKfogpage 
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Many oil companies are fairing 
a renewed Interest in Latin 
Amenca, where the trend ls 
towards liberalisation of ofl 
sectors and encouragement of 
foreign investment . • 

Mr. John Browne, managing 
director of BP Exploration 
. recenUy that 
investment has come to i-aKt. 
America because the resource 
base. exists and because the 
countries of Latin America 
have establi shed a very recep- 
tive fiscal and regulatory cli- 
mate. H that situation Is main- 
tained, there is no obstacle to 
the fulfilment of Latin. Ainer- 
potential in terms of pro- • 
Auction and export capacity". 

But the transformation of 
Latin America into a region 
with a unique blend of foreign 
private and state involvement 
is not yet fulfilled. It is not yet 
clear that the changes effected 
can be serve as a model for 
other regions seeking to 
expand their oil and g geo- * 
tors. . . 

Its production potential has 
never been in doubt US. com- 
panies in particular have long 
been involved in exploration 
and production, along • with 
several European oil majors. 

The oil shocks erf the 1970s 
and the Iraqi invasion of 
Kuwait in 1990 served as. a 
reminder to the US of the stra- 
tegic importance of alternative 
fuel sources, particularly when 
they are so much closer geo- 
graphically. 

But political risks (in- the 
region which invented oil 
nationalism) proved unaccept- 
ably high for many companies 
in the 1970s and 1980s. 

Latin America's turnaround 
started with the spread of eco- 
nomic orthodoxy which fol- 
lowed the debt shock of the 
mid-1980s: Governments 

sought to open up their econo- 
mies to make them more com- 
petitive, reduce spending and 
control inflation as require- 
ments for the restructuring of 
foreign debt and to secure 
much-needed foreign capital 
investments. 

Key aims of the oil and gas 
industries have been to secure 
foreign capital and technologi- 
cal Injections not easily avail- 
able domestically, and gener- 
ally to work in partnership 
with the state company. 

Mexico and possibly BrafXfl 
are opening up same srefistfo 
foreign' involvement while 
retaining overall control. Other 
main regional producers are 
showing greater flexibility. 

Partnership represents the 
most viable path, for Latin 
America and potentially for. 
other developing areas. For 
example, the Venezuelan Con- 
gress recently approved the 
development with Shell, Exxon 
and Mitsubishi of offshore gas- 
fields and export of LNG to the 
US, at an outlay of S7bn. 


pays off 
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Agreements have also been 
.reached with Conoco and 
Total, ft uehi and Marubeni to 
produce extra heavy crude, 
with investment outlays of 
$&5bn. Interest' in exploration 
in Peru, Ecuador, Colombia, 
Venezuela, Bolivia and Argen- 
tina is currently high. 

The Ecuadorean government 
is shortly to issue exploration 
licences for 22m hectares. So 
far, 100 foreign oil companies 

Partnerships such as 
those developing in 
Mexico and Brazil are 
the best way ahead 

have expressed interest and 60 
have bought detailed docu- 
ments on the Oriente (Amazon) 
and offshore blocks. Ofl and. 
gas pipeline contractors ware 
seeking to benefit from major 
construction projects in Argen- 
tina, Bolivia. Brazil, Colombia 
and Venezuela. 

At the other extreme, Argen- 
tina in 1993 privatised its state 
ofl company YPF. But this is 
unlikely to serve as a model for 
the rest of L atin America. 
Although YPF Is said to be the 
oldest state ofl company in the 
world, it has never been the 
THnri of nationalist symbol that 
Pemax V/a&tqS? Mexico. > 

Full privatisation of state cdl 
and gas nomparriPK WOUld, if 
deshed, -prove nigh-impossible 
in most countries. For this rea- 
son, Mexico insisted on retain- 
ing Pemex's 'privileged status 
when -■rigrmig the North Amer- 
ica Free Trade Agreement 
(Nafta)- The position of Mexi- 
can President Carlos Menem is 
also stronger than that of most 
of his contemporaries. 

Success in attracting foreign 
companies will _ therefore 


depend on the terms of the 
contracts offered and cm gov- 
ernments’ willingness to Stick 
to them. Latin America petro- 
leum specialist Dr Chris Bro- 
gan says that if Latin America 
is to attract the finance neces- 
sary to develop its oil poten- 
tial, “it must ensure that con- 
tractual terms on offer are as 
good if not better than those 
being offered elsewhere in the 
world”. 

He adds that investors who 
their fingers badly burnt in the 
past must be convinced that 
contractual terms, once agreed, 

- are not subjected to sudden, 
unilateral change. 

The need for Latin America 
to provide .the best contracts 
possible becomes more acute 
given difficult operating condi- 
tions in many countries. Gov- 
ernments remain over-bureau- 
cratic and occasionally 
corrupt, while exploration and 
production sites can be in 
remote areas with poor com- 
munications. 

There are high security risks 
in Colombia, where ultra-leftist 
guerrillas prey on the oil and 
gas sector, and Peru, where 
Shining Path guerrillas are not 
a beaten force. Two failed 
coups in 1992 in Venezuela did 
not directly affect the oil and 
gas sector but destabilised the 
‘country. In Venezuela the 
lead-up to the December 3 elec- 
tions indicated a popular oppo- 
sition to nee-liberal solutions 
which is likely to be echoed 
elsewhere in Latin America in 
1994. 

It is unlikely that this mood 
change will result in attempts 
markedly to change ml and gas 
policies, though it may limit 
the extent to which govern- 
ments such as Colombia can 
implement plans to make exist- 
ing and future association con- 
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tracts more competitive. 

Furthermore, the extractive 
industries are under pressure 
from environmental and indig- 
enous groups. In Ecuador, the 
allocation of new oil explora- 
tion blocks in January is 
prompting increased contro- 
versy over the environmental 
impact of oil operations, partic- 
ularly in Amerindian areas. 
Amerindian representatives 
began legal proceedings 
against Texaco in New York on 
November 3 in a bid to win 
$1.5bn-worth of compensation 
for environmental damage. 
This has implications for the 
region as a whole, and compa- 
nies can help themselves by 
strict environmental controls 
and good relations with the 
grassroots in their areas of 
operation. 

In general, nothing succeeds 
like success. The reawakening 
of interest in Latin America 
was guaranteed In 1992 when a 
British Petroleum-led consor- 
tium discovered a big field in 
eastern Colombia, since identi- 
fied as one of the Western 
Hemisphere’s largest finds for 
20 years. 

BP hopes to reach produc- 
tion of 150,000 b/d from 
Cusiana by the end of 1995 
(this would represent a third of 
national production at today’s 
levels), rising to 600,000 b/d 
thereafter. More such oil and 
gas finds would have a galvan- 
ising effect in the country con- 
cerned and sustain interest in 
Latin America as a whole. 

Under these circumstances, 
oil and gas companies will con- 
tinue to tolerate difficult oper- 
ating conditions if host govern- 
ments behave supportively and 
avoid arbitrary actions. 

□ The writer is deputy head 
of research at Control Risks 
Information Services 


Saudis 
strive for 
stability 


□ Contd. from facing page 
was immediately placed under 
review by the Aramco mnna g- 
ment, and there it has 
remained for the time being. 
Foster Wheeler, the US engi- 
neering consultants who had 
been hired to oversee the 
Samarec plan, were released. 
Aramco officials have said only 
that an upgrade of some form 
will eventually proceed, some- 
thing many in the industry 
agree is necessary. 

But to date the sole specific 
upgrading project is that being 
overseen by Brown and Root, 
the US engineers, to enhance 
quality at the Ras Tanurah 
plant - a $1-31 .2bn project 
which will be under way early 
next year. 

Meanwhile, Aramco’s ambi- 
tions further to integrate its 
international operations took a 
knock in early November when 
long publicised plans for a 
SlObn joint venture refining 
project with a trio of Japanese 
oil companies fell foul of inter- 
nal disagreement among the 
Japanese partners and was 
cancelled. 

The project would have fur- 
ther consolidated Aramco’s 
aim of securing supplies of its 
crude to refining contracts 
close to its main consumer 
markets. The policy began in 
1988 with Aramco’s 50-50 ven- 
ture with Texaco, creating Star 
Petroleum to serve markets in 
the US eastern seaboard. A 35 
per cent share in Ssangyong, 
the South Korean oil group, 
followed In 1991 with the same 
intent The Japanese deal had 
been seen as the next natural 
step. 

However, Saudi officials say 
that talks are advanced with 
two southeast Asian oil compa- 
nies to replace the cancelled 
project with one of equivalent 
scale and scope. One of the 
potential partners is under- 
stood to be Nippon Oil. one of 
the three Japanese groups in 
file original consortium. 


US majors make the best of a tough situation, says Richard Waters 

Taking the long view 



Drilling In Texas: big companies prefers to explore overseas 


Like tankers moving calmly 
over choppy waters, the giant 
US energy groups pretend that 
they float serenely above the 
turbulence of the world’s trou- 
bled oil markets. In reality, 
their progress is not so 
smooth. 

True, the latest dip in the oil 
price is unlikely to interrupt 
the companies' long-term 
exploration and production 
plans - as long as it proves 
short-lived. Bat it will force 
the oil majors to give a further 
painful turn of the screw to 
the extensive cost-cutting they 
have already undertaken. And 
it will make more unattaina- 
ble the goal of achieving a sat- 
isfactory return on capital. 

Most say their investment 
plans, while based on an oil 
price somewhat higher than 
the current level, are tested 
against prices of Sla a barrel 
or less. That makes them able 
to withstand troughs in the ofl 
market. Nor do the big oil 
groups believe prices will stay 
at present levels for a sus- 
tained period. 

“We don't see any deep fun- 
damental change in our view 
[as a result of the recent price 
fall]," says Mr Ken Haley, 
manager of energy forecasting 
at Chevron. “The market is at 
the lower end of its long-term 
snstainable level," which 
Chevron puts at $18-323 a bar- 
rel. Mr Alfred DeCranc, chair- 
man and chief executive of 
Texaco, also expresses opti- 
mism about the price of oil: 
“We haven't bet the store on it 
going np - but I haven't sold 
my stock.” 

He adds, though, that in the 
short term, lower prices mean 
“we won't be getting In the 
front door what we thought 
we would be getting". 

The fall in upstream earn- 
ings as a result of lower oil 
prices will pat the energy 
groups under even greater 
pressure to husband their cash 
resources to support the 
investments necessary for 
long-term success. For two rea- 
sons, those investments are 
likely to get bigger rather 
than smaller. 

First exploration and devel- 
opment spending is being 
ploughed into ever-bigger ven- 
tures outside the US in pursuit 
of the sort of massive discov- 
eries which will provide 


long-term returns. Most 
mature US fields are no longer 
worth developing for big com- 
panies with large overheads to 
cover, while potential new 
large finds in Alaska or 
beyond the US’s continental 
shelf are put out of reach by 
environmental concerns. 

A falling oil price has fur- 
ther reduced the attractions of 
exploring for oil in the US. 
Tax rates on oil production in 
the US are lower than in most 
overseas areas: this means 
that, when prices fall, the pro- 
ducer suffers more. In over- 
seas markets, more of that 
pain is bom by the taxpayer 
(the opposite is true when 
prices rise.) 

Not surprisingly, with the 
exception of a handful of giant 
fields in deep water areas of 
the Gulf of Mexico, all the talk 


in the US now is of the devel- 
opment work io the former 
Soviet republics, the East 
China Sea or the North Sea. 
Investment budgets have fol- 
lowed this change in empha- 
sis. 

Texaco's capital spending In 
the US has averaged S1.77bn a 
year over the past five years 
and is projected to continue 
unchanged at this level for the 
next five. Investment outside 
the US. by contrast, is expec- 
ted to rise from SL.45bn a year 
to an average $2.12bn. Like- 
wise, Chevron says three quar- 
ters of its $2.6bn capital 
investment on upstream activ- 
ities this year has been spent 
outside the US. 

To support this move over- 
seas, and at the same time cut 
costs, most US groups have 
disposed of marginal on-shore 


US fields. Texaco had 1,000 US 
oil and gas fields three years 
ago: by the end of next year, 
the number will be down to 
under 500. 

The second significant need 
for cash is in the US. where 
ever-more demanding environ- 
mental standards arc forcing 
companies to upgrade their 
refineries both to produce 
cleaner fuels and to cut their 
own emissions. 

Few companies think they 
will be able to recover through 
higher fuel prices much of 
what they spend on revamping 
their refineries. Chevron, the 
largest refiner in the US, has 
put two refineries np for sale, 
representing around a quarter 
of its US refining capacity. 

“It may not make sense to 
Invest in all sites," says Mr 
Donald Schmnde of Texaco, 
which is also reviewing 
whether it can afford to 
upgrade all its US refinery 
facilities. 

In part, the refinery sales 
are part of a broader rational- 
isation of tbe US refining and 
marketing system. A fiat gaso- 
line market has forced compa- 
nies to rethink their market- 
ing strategies, concentrating 
their service stations into 
regional groupings close to 
their own refineries in an 
effort to cut costs and build 
market share. Service stations 
or refineries that do not fit 
into this pattern have been 
sold first 

So far, refineries have 
changed hands rather than 
close down altogether. That 
could change, though, when 
the next phase of federal rules 
on gasoline standards comes 
into force at tbe beginning of 
1995, says Mr DeCrane of Tex- 
aco: “the need to spend to keep 
those refineries open will rise, 
and there will be closures of 
refineries in the US.” 

Against a domestic back- 
ground of shrinking explora- 
tion and production and a 
downstream business racing 
significant (and probably irre- 
coverable) investment it is not 
surprising that the US energy 
industry is living in reduced 
circumstances. By building 
reserves abroad, though, US 
oil is laying down the founda- 
tion for a more significant 
international presence well 
into the 21st century. 
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— CURRENCIE S AND MONEY 


MONEY MARKET FUNDS 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Poe-** BFr DKr Ffr 


+0.2 735 - 745 


- 685 - 695 2695 26.85 26.565 -29 27.105 -3.0 

-0 05 530 - 540 25*0 25.30 25.365 -0 7 2S.395 -0.7 2566 -12 

ti Uw OoOW Spot uudo ittgw only On bs: hw dwSrral pLvr*-. Fcnaae ia.ro are not airecty auotnd la an navel 
v Morgan Guaranty Changm shown tor Dec 0 . Bne av+r+T, vjsa«S»iOO 




MONEY RATES 


el France 

« Germany 

Ireland 
Italy 

Netherlands 

Norway 

Portugal 

Spain 

Sweden 

owHZorManci 

UK 

Canada 

US 

Japan 

Ecu 

Yen per 1*00; 


©ft) 100 

(DKr) 53*8 
(FR) 614)5 
(DM) 20.01 
P2) 50.48 
« 2121 
(Ffl 18.68 
(NKr) 48.19 
OSa) 20.48 
(Pta) 25.58 
(SKi) 4265 
(SFr) 24*8 
(E) 63.10 
(C5) 28.72 
(3) 35*2 
(Y) 3253 
4032. 

Danfeh Kraoor, Frendi 


18.72 16*8 4.783 

10 8752 2*58 

11*3 TO 2920 

3*13 3*24 1 

9*47 8268 2414 

0*97 0347 8101 

3*86 34)59 0893 

94)18 7*83 2*05 


1.981 4716 

14B9 2520 

1309 2879 

04M 9686 

1 2380 

04M2 100. 

0*70 8803 

0*66 2272 


20.75 488* 

11*9 280* 

1287 298.1 

4338 1021 

10,48 246* 

0440 1038 

3,876 9121 

10 235 3 


3*33 

3*64 

0*60 

0.406 

B86.7 

1.096 

4*60 

100. 

80*6 

4*01 

0*40 

0*86 

0.766 

0.677 

62*8 

0*08 

4.787 

4.190 

1*24 

aso7 

1206 . 

1268 

6*08 

124* 

100. 

5*97 

1.049 

0.482 

G9S7 

0.720 

78.66 

G634 

7*82 

6*88 

2.040 

a 845 

2011 

2*84 

8*51 


166.7 

10 

1.749 

0*03 

1.596 

1*01 

1312 

1 058 

4*63' 

3*94 

1.166 

0.483 

1150 

1*05 

5*60 

118.1 

9522 

6.716 

1 

a<59 

G912 

0.686 

74.96 

0.60S 

9*38 

8*88 

2*40 

1*62 

2604 

2*43 

11.02 

258* 

207.6 

12.45 

2.178 

1 

1*87 

1.495 

163.3 

1*17 

5.002 

4*77 

1278 

0*29 

1260 

1*31 

5.S46 

130* 

104* 

6*66 

1.096 

0*03 

1 

a7S2 

B2.18 

0.663 

8*47 

6*18 

1*89 

0.704 

1676 

1*02 

7*71 

173.4 

138.9 

8*28 

1.457 

0.669 

1*29 

1 

109.2 

0.881 

80*6 

53*6 

16*5 

8.442 

15334 

17.41 

67.48 

1688 

1271 

76*4 

13*4 

&124 

12.17 

9.1 SS 

1000. 

8*65 

7*46 

6.604 

1*28 

0.799 

1901 

2.169 

.8*88 

196* 

157* 

9.453 

1*54 

0.7S9 

1*09 

1.135 

124.0 

1 
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Open 

Sett price 

Change 

«#l 

Low 

EsLvoi 

OpeaM. 

Dec 

0*875 

0*864 

+0.0031 

0*909 

0*883 

17*34 

71*27 

Mar 

05823 

02853 

+00031 

05867 

05843 

38*01 

118*44 

Jun 

- 

0*825 

+00030 

0*830 

0*820 

195 - 

627 

Sep 

. - 

0*807 

+00030 

0*806 

■' 

20 

129 

■ SWISS HUMC PUTUR8S 0MM) SFr 125*00 per SFr 



Dec 

0.68S9 

0*878 

+0*056 

06895 

06855 

' 3*24 

30.734 

Mar 

06818 

0*882 

+OOD55 

0*885 

06804 

14.403 

23*18 

Jun 

0.8870 

06861 

+0*055 

06870 

06845 

•3- 

37 

Sep 

- 

0*868 

+0*056 

06870 

- 

3 

25 


EYBIPUTUReSI 


| Yen 12* per Yan 100 



Open - 

Sett price 

Change 

rtgh 

Low 

Estvrt 

Open H. 

Dac 

0*220 

• 09188 

-0.0037 

09220 

09156 

7.183 

*5*62 

Mar 

08832 

09195 

-0*037 

09250 

0*186 

16,170 

59*47 

Jun 

- 

09235 

-00038 

0*238 

nnov? 

61 

ees ■ 

Sep 

- 

09284 

-00034 

- 

■ 

-.8 

182 


l RTTUKSS QMrl) £82*00 | 



- v j 

Dec 

1.4964 

. 1.4948 

+00016 

1*020 

1.4024 

4*88 



Mar 

T.4860 

T.4S7Z 

+OOOTO 

lJt640 

1j4640 

? 1,799 

. 

... -r j-. 

Jui 

- 

Ij4816 

+00006 

1.4890 

1-4812 

101. 


I Trine. Escudo, Lni 


UK INTEREST RATES 


LONDON MONEY RATES 

Deo 10 Over- 7 days One Three Sbc One 

night notice month months months year 

Interbank Starting 7«+ - 4 64 - 5^ 6,1-54 54-54 S& - 5>‘« 84-5 

Staring CDs - - 5A - 6^2 5* - 54 5i - 5i S - 432 

Treasury 81a • 54 - Si* 5 - 4U 

Bo* QMs - - 5A-« 54 5 -4H 

Load authority depa- 6A-fl,\ 5S5 - 6{J 54 - 54 54 - 54 5, 1 * - 42 5, l « ■ «S 

Discount market daps. 64 - 64 fii'e - 5!5 

UK ctearhg bank base lending rate 54 pw cert from Ncmrrber 23, 1993 

Up to 1 1-3 *6 6-9 9-12 

month month months morths months 

Carta of T« dap. £100.000) 14 <4 4 34 34 

Carta at Tax dep. under Cl 00.000 b JUpc. Oepostts wrttKfrwm tor cash ipc. 

/Wo. undar rate of riacouni 4^83600. BCOO toad raw Sdg. DyroR nrenoo. Mew m day November 

30, tflBS. A^oad rate far period Dec 26, 1993 k> Jan 26. 1993, Sdremee Iktl&SQpc. Reteranca rare 
tor portod Oct SO. 1063 to Nov 30, (SS3, Schamas IVi V Wtftrc. fhanoo House Sam Raa* Bpc Anm 
Doo 1.1983 

BANK OF ENGLAND TREASURY BILL TENDER 

Dec ID Dec 3 Dec 10 Ok 3 


December 10 

O-tot 

night 

One 

monrti 

Three 

mths 

S» 

mths 

On* 

year 

Lamb. 

Inter. 

DS. 

rate 

Belgium 

Tin 

7% 

7'» 

64 

64 

7.50 

5*5 

week ago 

- 

7% 

r.B 

6% 

6% 

8*0 

5*0 

France 

6>t 

6k 

6’i 

6’* 

5+k 

6*0 

_ 

week ago 

6J» 


64 

64 

sg 

6.20 

- 

Germany 

6.05 


6.03 

5.68 

5.28 

6.75 

5.75 

week ago 

640 

6*8 

6.03 

5.68 

5*8 

6.75 

5.75 

Ireland 

6i 

0i 

6’.. 

sg 

Ste 

- 

- 

week ago 


64 

K 

e 

53 

- 

- 

Italy 

34 

8% 

84, 

04 

8". 

- 

8.00 

week ago 

3,‘, 

e>« 

9\ 

BS 

BS 

- 

800 

Netherlands 

5.78 

5.81 

5*2 


4.99 

_ 

5*5 

week ago 

563 

5.81 

5.67 

5.40 

5.13 

- 

5*5 

Switzerland 

41. 

41a 

44 

34 

3% 

8.825 

4*5 

week ago 

4% 

4+» 

4% 

4\t 

3* 

6.625 

425 

US 

2Vk 

34 

3H 

34 

35 

- 

3*0 

week ago 

23 

34 

34 


3ta 

- 

3.00 

Japan 

24 

2% 

A 1 

4 te 

1:B 

ig 

- 

1.75 

week ago 

2+» 

2% 

14 

IS 

12 

- 

1.75 


3t» 3!» 
3S 3S 


33 32 

3» s;« 


Three Six One 

mn#a months year 


■ PHHJU»M49M0S OPTIONS C31,290faanC» per pomfl 



Strike 

Prico 

Dec 

- CALLS - 
An 

Feb 

Dec 

— puis — 

Jan 

Feb 


1.400 

9.32 

9.07 

9.14 - 

• 007 

aw 

029 


1.426 

6*7 

6.77 

7*5 

0*7 

015 

0*3 

• * 

1-4SO 

4*7 

4.61 

- SIB 

0*7. • - 

- 048 

• 1*0 


1-475 

1*2 

2*3 

• 3*6 

0*7 

. 1.12 

2*7 


1*00 

•- 

1*5 

2*4 

049 

2*8 

3*4 


1*26 

- 

0.73 

1.44 

2*3 

• 3.90 

4*2 


BBbon otto 
Total of appflafions 
Total Nocated 
mi accapfed Md 
Mobnas at iNil W 


E20(ha QOOm 
. £763 27730) 

Wflftn PMftl l 

£98-785 £9&790 

75% 20% 


Top acceptEd tala 4*734% 4.8533% 

Art. rata of dbcouot 4*583% 4*142% 

Aaetage paid 4*281% 4*727% 

Oder at nstf tertar S2D0m £2D0n> 

I8n. accepL 6U1B2 daya 


Belgian Frerc ?4 - 74 7ft - 7,». 

Daniel Krone 64-64 74 -74 

D-Uark 64 - 64 Gil - 6, 1 . 

Dutch Guilder 5g - 5}i SJJ - 512 

French Franc 64-64 64 - 64 

Portuguese Esc. 11-4 - 114 114 - H4 
Spanish Peseta 9 t ' a - 9A 6,* - B,\ 

Starting 6 l i - 64 84 • $4 

Swiss Franc 44-4 44 -4 

Can. DcAar +,'« - 44 44 • 4,‘a 

US Ddlax 2{J - 2)1 34 • 3 

Qalari Lira 10 -8 8\ - B4 

Van 2|« - 24 34 - 2.4 

Asian SSng 3»* - 24 34 - 24 

Star term rxm am call far die US DoBar ana 


74 - 74 
8 - 74 
6.V - 6A 

54-54 
64-64 
12 - 114 
94 94 
54-54 
44-44 

34-34 
84 - 84 
24 - 2 j* 
34 - 24 

Yea aatare 


74 - 7 6A 
74 - 74 74 

6i*« - 5U 5fJ 
5A - 5.'. 54 
6«j - 64 64 

117, . 114 114 
9J.-8H 8ft 
A - 54 5A 
44 - 4 38 

4-34 «4 

3.4 - SA 3.i 
84 - 84 84 
2 - 2 HI 

4-3 4 

two days' nodes. 


8i* 64 - 64 

-7 7-64 

5, * 4 54 - 54 
54 48-48 

- 6 54 -54 

107, 104 - 10*4 

*& 84 - 8 

5i 54-5 
38 34 - 34 

- 4 44 - 44 

aft 34 - 34 
84 84-8 

18 14 - 14 

■3 44-34 


THREE MONTH EURODOLLAR (IMM) SI m points oM 00% 


FT OlflS to WORLD CUTtHMCBS 

The FT Guide to World Onwidea 
table can be fowl on page SO bt 
todays edWon. 


■ Pound In Now York 


Pievnua dafa vcL Crta 73*03 Pnta I2JB85 . Pmr. dura open Irt. Crta 748*93 PUs B06.1S6 


-Re*, dose- 
1.4950 
1.4923 
1.4880 
1.4788 



Open 

Sett price 

Change 

High 

Low 

ESL «H 

Open frit. 

Dec 

98.81 

9063 

+0.02 

96.64 

96.61 

44.673 

254*47 

Mar 

96.46 

9645 

-0 01 

96.49 

98.44 

88,701 

389*08 

Jui 

96.14 

9512 

-0.02 

96.16 

96.11 

83.168 

313.726 

Sep 

95.63 

95.79 

-0.04 

95.88 

95.76 

59-412 

243.317 


N US TREASURY BILL FUTURES (IMM) Sim per 10094 






- 

98 92 

+0*1 

- 

- 

•• V. 

STOCK 

EXCHANGES 

MX 

Jun 

Sep 

96 79 
90*3 
96*3 

96.78 

98.43 

98*2 

-0.02 

-0.04 

-0.04 

98*2 

96.53 

96*4 

96.74 

98.49 

96*2 


FT-ACTUARJES WORLD INDICES 


A! Open Imerest ftps, are tor previous day 


Jointly compiled by The financial Time® Ltd, Goldman, Sachs & Ca and NafWeat Securities Lid. In q 
NATIONAL AND _ 

REGIONAL MARKETS — — REPAY BECamER 10 1993 

figum In parentheses US <*chg Pond UjoN UcN % Gm» 

show number o* Snes Dotar since Stalling Yen DM Curencychg from D«y. 

(rate 31/12392 Index taderc Index ftvte 31/12792 YW 

AustrataraS) 158.18 +26* 156*6 109.14 139J2 156*2 +29.7 3*8 

Austrian?) 182.06 +29* 18055 125.82 180*2 160*8 +38* 0*9 

Setekan/43 160.B8 +20* 159.54 110*9 .14010 141*4 +29.1 4*8 

Camdalion 134*1 +16.1 13620 92.66 118*3 129*6 +21.4 2*9 

Denmark C3a 241*4 +29* 239*3 166.72 213.44 218*7 +37* 1*4 

nrtOTjwa 123*8 +77.1 122*5 85*8 108.89 147*9 +92* 071 

France «0 "Z 172.05 +18* 17082 118.70 131*6 157*0 +201 2*8 

Germany (60) 137*5 +32* 136.70 95.12 121.78 121.76 +39* 1-70 

-416*0 +88* 414.73 288*3 369*1 414*8 +«* 2*3 

Kd04»-- 179*1 +32.1 177*2 123.78 158*7 179*8 «B1.1 3-18 

toNOT0-_~ 86*5 +21* 68*9 48.12 59*4 83.82 +38* 2.00 

S,Meg, 134*8 +28.4 133.74 93.05 119.14 93.05 +12* OM 

SlirzL _„_525*8 +101.1 521*2 382*2 484*0 518.77 +88* 1*6 

^Mt191 ^ 2224*1 +35* 2206*4 1535.02 1965.19 7571.13 +34.7 0*5 

SSi?^ ~ ^7S +39* 194.14 135*7 172.92 189*4 +35* 3.12 

J^JSSrt«4) 64*9 +49* 83.78 44*6 56-73 81.49 +^8 081 

SESra-—- 172*9 +25.1 17088 118*8 182.19 172*1 +333 1-48 

S^reCMI 338.05 +58* 336*6 233*4 298*0 246*7 +64* 1*9 

"Z-—-^Ia7*7 +606 235*9 164.11 21010 229*8 +45* 2*9 

Sou* AM* W ZZZJ36.12 +18.4 138*7 95*0 122*0 14028 +408 4.11 

187*9 +13.1 185-73 129*2 185*4 230*6 +302 1*1 

“ 157.57 +39.4 156*6 108.72 139*0 142*8 +38.6 1*2 

eT5) ” 197*5 +14* 19071 138.16 174*1 195.71 +160 3*7 

^ +81 187*1 130*9 166*3 188*8 +8.1 2-75 

Aorauiffia 165.06 +21* 16088 11088 145*0 168*0 ^*26.7 2*7 

- iaa-99 +23* 181.47 128*8 161*4 18027 +89* 1*9 

■SSKSiffia 146*6 +33* 145.14 100*8 129*8 104*5 +18* 1-15 

S^P^n4rat"“"l-~1S3*9 +28* 152.71 106*4 136*1 12SL27 *21.7 1*2 

+6* 184*2 128*5 183*4 184*7 +07 2.74 

NertlAmertal^ ^4 14 036 99.78 127.71 138.14 +34.7 2*5 

l Zafl*S +84* 254.12 176*3 22837 238M +«4* 2*0 

22?c 1SSJ2 +28* 154*3 107.45 137*8 12833 +22* 1*2 

SSd EX. UK 11952) 162-81 +]« }«•«« {^*8 tlS* 223 

•2ittt5aff=as! as ss..a a? aa ^ 

11+g «M» 2£» sa HL. 

Capynem. The FtwcM fi meaum^ and WJlUaJ 

j!!”' oJSS tfEnarara A 61KJ Nam. ebanpri Wi wanudanal 


ex junction eGft the Institute of Actuaries and the Facrtty of Actuaries BANK RETURN 


Belgium W9 .... 
Canada (107) ... 
Denmark (32) - 


France (98) 

Germany ( 60 ) 

Hong Kong ( 55 ) 

Ireland (14) 

Baly (70) 

japan (469) 

Mrtaysa (69) 


THURSDAY DECEMBER B IMS 

US Pound Local ' 

Dollar Storting Yen DM Cvreney 

Mm t index index Index Indan 


DOLLAR INDEX 

Year 

1993 1993 ago 

High Low (approx) 


BANKING DEPARTMENT 

LtaMMee 

Capita! 

Pufctlrc deposits 

Bankers deposits 

Reserve and other accounts 


Assets 

Government securities 
Advance and other accounts 
Premise, equipment and other i 
Notes 

Coin 

ISSUE DEPARTMENT 

UataOdea 

Notes in dreutetion 

Norm m Banking Department 


Assets 

Government debt 

Other Goverrvnent securities 

Other Secuntkrs 


3.638 3.924 

3*10 22,731 

188 4.828 

103 188 


Wednesday Increase or 

December 8 1993 decrease for week 

e e 

14*53*00 

4,601*02,867 +2*52*21.876 

1,564*07,714 +106.790.087 

3*69357*41 -3.1 13.043*96 


9*50.421*22 

1.145*93.754 

7,648.874*23 

445*08.113 

12*38.740 

208*92 

9*50.421*22 


17*17.781*60 

12*38,740 

17,930000,000 

11*15,100 

7*43*97.931 

10*75,096.909 

17*30,000*00 


+104,415*00 

-466*08*92 

-249*32 

+8*29*43 

-18,162 


+343.170*57 

+8*29,943 


+161*01*99 

+198*98,101 


LONDON RECENT ISSUES: EQUITIES 

Issue Amt MM. Ctaae 

pnee paid cap 1993 price Nst DN. Grs PTE 

p up (EmJ High Low Slock p +/- <9v. cov. yfc) nw 


Nude Dac 3a 1983 - 19M5 <IS > to**. 114^6 (Pound SMrang) and 12132 (LscaL 
to Wheefoek A Co. (Horn Xonrt. 


STOCK INDICES 


Dec ID Dec 9 

ft-seTw gj'} 

FT-S «d 250 ^2 

fT-SE «U 2SD « (IS “ 

FT-EEA 350 I®** 

FT-SE SlWBCap ™ n 

fT-SE SmaHSjl a ITs ^671^71 
FT-SE AD-Stort 160306 W0620 


—'1993 — Sfrceewap. 
OteB Dec 7 Oec B Htfi Lew Web low 

■■B77 4 3237* 3237* 3377* 2737* 3277* 988* 

■y jiw 'q 35830 3565* 38BU 2S7IL3 30BU MJ 

35836 3567* 3584* 3597* 2874* SBW* 13733 

16233 16105 1«TW imS 1348J 1883 OA5 

1772.70 1771*7 177238 189SJB9 1377*8 18U 13637® 
0 17«.« 1743*0 178336 1380*6 1M 13^79 
1607*3 1581*7 150OL93 1667*8 1086.13 ICSTSS 61.82 


— 1993— Stacs camp. 

Dec 10 Dec 9 Dec 8 Dec 7 Dec B Ugh Lox Lew 

FT-SE Bsoira* WO 1415*1 141868 1418*2 133350 1387*7 MM 106102 141316 90345 
FT-SE Beam* 200 147&77 143279 1483.16 1487.49 1488431483.181144.79 1483.18 933*2 

FT OrtSrWT 24K.6 24629 2454.4 2429* 24334 2482* 21247 74829 43,4 

FT Gpit SeeaVet 10352 108*1 105*4 105*5 10555 108*2 9328 127*0 49.18 

FTRadblMN 129*2 129.48 126.78 126*5 128*9 128*2 108*7 129*2 SD53 

FT Odd HW 2467 2SL.7 235* 231.1 231* 3SL7 60* 7347 435 


Adam & Company.— 

AfcedTnjrtBank - » 

AjSBank....^- “ 

DHeny /weather ...— 55 
Bankd Banda « 

Banco B*»oVi2ca/9- “ 

Qar*atCfpna “ 

Borik of Ireland 

BankdhcSa « 

- BanfrdSofianU « 

v Ba«sysfla& — 

■*; Brt Bit e<i*d East--- « 

l •ftamSKpley — “ 

CLBark Nfidedond 

■ CttanfcNA » 

t CSy Merchan* Bank— 

* cMoBdatoBonk ■» 

V Barit ^ 

T GoataHQ* ff 

V CnWILyonr**— ---» 
^prusPoptArBa*-- M 


B ftjg LBdllHfi KATES 



OynoanLawle — 5 * 

Bc8WB8rtkUmtod...-7 
pnaxiri & Gen Bsik - 6 
gfiobari fiemUg* O) — 6 * 

Gtttw* — *2 

•Gt*™®*"" “ 

Hjnh Barit AO ZrtMl-&o 
•HambrosSank as 

Hpggble&GenbivBk. u 

mm Samuel - 

GHPaaiOP 5* 

Hr^^St^gNLES 
jUWHodfl#®** — « 
•Leopold Joseph & SB* 5-5 

LtsydsBartc ” 

MegMBankua M 

VWandBanX “ 

• MourtBanrtW 

KaBMumitti* « 

•PeaBmTwra M 


•ficedughe Bank Ltd la 
no longer authoriKd as 
abart*«M**)R. 6 
RcirtBfrcfScawnd— 8* 
•Smkh&VttnMSeC*. 5 * 
Standard Chartered .... 55 

TSB S* 

#Lfr*sd BkoT Waw* — 
UrityTrustBar&Pt ... 55 

Western That, 5* 

WHbBwayLBfclw nm SS 
vmUuMXi&ShWaeL 7 

YeriohtoBoric — &5 

• Members or British 
Merchant Banking & 
Securities Houses 
Aaxodaflon 
- tnmMrtsMhn 


FIXED INTEREST STOCKS 

(ague Amount Latest 

price paw Rerun- 1003 

£ up dale hfigh Low Stock 

- F.P. - 95 90 Budgens 6pc Cv 2003 

- FJ». - C7p 83p Qeyooei 7pc Pf. 2014 

FJ». • 206+2 208 Nth Atlantic Sri* WB Cw '13 

FP. • 1Q53|p «Vp Sun Alienee 74|pc Pf 

- FP. - 118 107 Wtan 6’4P0 Bda 

pn Price et a ptwnhxn. p FWcs. 

RIGHTS OFFERS 

issue Amount Istnt 


Low Stock 

313pm Greycoat 
iipm Madtitn 
31tpm NFC 
2pm Raglan 
9pm 4«ifr>a 
sapm stee 
11pm Wyevda Garten 


Ooanfl +op- 
prics 

e 


price 

P 

ptod 

up 

Renui 

date 

12*2 

ra 

28/1 

1 

M 

29/12 

195 

Ml 

3V1 

100 

M 

471 

44 

tt 

8/1 

488 

W 

24/11 

152 

ra 

M/1 


Closing +or- 
price 

P 

^zpm 

^pm 

34pm 

247pm -42 
17pm +3 
64pm 
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MONDAY 


TUESDAY 


WEDNESDAY 


THURSDAY 


Trade talks on the brink French to vote on Gatt Crunch time in Geneva S Africans demonstrate 


From midnight Sunday, the hubbub 
of voices at Gatt headquarters in 
Geneva is supposed to be replaced 
by the scratching of pens, as negotia- 
tion stops and final drafting starts. 

Gatt director Peter Sutherland has 
said this is necessary to allow staff 
to draw up and final tests of the 116 - 
nation Uruguay Round agreement 
and produce them in English, French 
and Spanish versions, in order to be 
ready for distribution on Wednesday. 

On Sunday night, there was still 
apparent deadlock, as the US and EU 
failed to agree on audiovisual trade 
and aircraft subsidies. 

Sticky rice: Japan has said it will 
make an ann o unce ment on opening 
its rice market today. It decided infor- 
mally to let rice in more than two years 
ago, but the demands of political thea- 
tre have caused repeated delays. Under 
the proposal, Tokyo will import mini- 
mal amounts for six years, after which 
it will switch from quotas to tariffs. 

Middle East peaces Due date for 
Israeli military withdrawal from the 
Gaza strip and the Jericho area of the 
West Bank. It was unclear Sunday 
night how far it will be symbolic and 
how far substantive. 

EU tobacco advertising: European 
Union health ministers meet in Brus- 
sels to discuss a draft directive from 
the European Commission proposing 
the banning all tobacco advertising, 
apprt from point-of-sale material. It 
is likely to be opposed by the UK, Ger- 
many and the Netherlands. 

Car Joint venture: General Motors 
Internationa] is to sign a joint venture 
agreement with the FSO car plant 
in Warsaw. Initially, 3.000 Astra cars 
a year will be assembled, after an 
investment of DM25m ($i5m). 

Westminster: Michael Portillo, chief 
secretary to the treasury, testifies on 
government spending plans in the 
UK Budget to the cross-party Commons 
Treasury and Civil Service Committee. 

Scott inquiry: 

f * Alan Clark. 

who was succes- 
sively trade 

* JgF ?3wk an( * deface 

'i procurement 

minister at 
the time of 
illegal exports 
of arms and 
machine tolls 
to Iraq, appears 
before Lord 
• justice Scott's 
inquiry into the affair (to Dec IS). 

Debt talks: Vietnam is to discuss 
rescheduling payments on some $500m 
of its debt with the Paris Club of 
western creditor nations. Zimbabwe’s 
aid donors are to hold a meeting in 
Paris chaired by World Bank. 

Holidays: Peru (Immaculate 
Conception), Kenya (National Holiday). 


The French national assembly is 
expected to hold a vote of confidence 
on the government's handling of the 
Gatt negotiations. The ruling conserva- 
tive coalition has a large majority, 
so it should easily win. 

Prime minis ter Edouard. Bahadur's 
personal popularity is high, according 
to opinion polls. His decision to seek 
a vote is probably prompted by the 
desire to spread responsibility for the 
deal as widely as possible. If it were 
to go against him, he would have to 
resign. 

Yasslr Arafat, chairman of the 
Palestine Liberation Organisation, 
begins a two-day visit to London. He 
will address Parliament, meet the Arch- 
bishop of Canterbury and hold talks 
with Prime Minister John Major before 
leaving for Dublin. 

UK distributive trades: The 

Confederation of British Industry pub- 
lishes its quarterly survey of the retail, 
wholesale and motor trades. 

US health care reform : The House 
of Representatives Ways and Means 
committee plans hearings on the finan- 
cing of President Bill Clinton’s health 
care reform plan. 

US coal strike: Union members 
are due to vote on an agreement to 
end the seven-month dispute. It has 
involved 17,700 workers in seven states 
and affected about 10 per cent of US 
coal production. 

Gore at large: 

US vice-presi- 
dent A1 Gore's 
first extensive 
foreign trip 
sees him in 
« Moscow two 
days after the 
Russian elec- 
; 4i tions. He is 
<s there as co- 
chairman, with 
Russian prime 
minis ter Viktor 
Chernomyrdin, of the joint commission 
on energy and space co-operation. He 
will also prepare for Bill Clinton’s visit 
in January. At the weekend he bas 
talks in Bonn with German chancellor 
Helmut Kohl. 

Sakharov prize: The Sarajevo daily 
newspaper Oslobodjenje is to receive 
the 1993 Sakharov prize for h uman 
rights in Strasbourg. It will be pres- 
ented to the editor Zlato Dizdarevic 
by Sakharov's widow Yelena Bonner 
at a ceremony in Strasbourg. 

Roundheads and auctioneers: 

The Fairfax archive, the largest and 
most important collection of documents 
relating to the English Civil War, 
comes under the hammer at Sotheby’s 
in London. The archive focuses on 
Sir Thomas Fairfax, Cromwell's com- 
mander-in-chief. More than 5,000 items 
are on offer, most estimated at less 
than £2,000. All told, the archive should 
make more than £500,000. 


After midnight Washington time, the 
US administration loses its authority 
to present to Congress a take-it-or- 
Ieave-it package. Brinkmanship is 
likely to continue to the end. Negotia- 
tions at Gatt headquarters in Geneva 
could go on until after 5am local time 
on December 16, with a final draft 
tabled in Congress shortly thereafter. 

If all goes well, the accord comes 
into force on January 1. when Gatt 
will also be superseded by the Multilat- 
eral Trade Organisation. 

patten goes It alone: 

Chris Patten, 
the governor 
of Hong Kong 
(left), submits 
to the colony’s 
Legislative 
Council the 
so-called 
straightforward 
sections of 
his proposals 
to extend 
democracy. 

The bill adopts a single-vote, single-seat 
system for all elections, and lowers 
the voting age from 21 to 18. China 
is firmly opposed to the move and says 
that pushing ahead with the legislation 
will put an end to negotiations. 

Ulster peace moves: A further 
meeting between Irish premier Albert 
Reynolds and UK prime minis ter John 
Major is expected this week. They are 
trying to produce a peace initiative 
by Christmas which will persuade 
the IRA to abandon violence. 

UK retail prices: The index for 
November will have a crucial effect 
on interest rate expectations. Today's 
figures are likely to confirm that inter- 
est rates could be cut further. 

Westminster: Kenneth Clarke, UK 
chancellor, testifies on his recent Bud- 
get to the Treasury and Civil Service 
Committee. 

Diet ends: The Japanese parliament 
is due to conclude for the year, but 
prime minis ter Morfhiro H osaka wa 
is expected to seek an extension to 
enable political reform legislation to 
be passed. Hosokawa has pinned his 
future on getting his reform pro- 
gramme through. 

The World Bank publishes its 
annual world debt tables. They are 
expected to show a sustained increase 
in private capital flows to middle-in- 
come countries. However, many 
severely indebted low-income countries 
continue to suffer financial problems. 

Champagne by any other name: 

A Reach appeal court is to decide 
whether Yves Saint-Laurent, the 
French fashion house, must change 
the name of its perfume Champagne 
in France. YSL and Elf Sanofi, its par- 
ent company, are locked in a legal 
battle with the champagne industry, 
which bas objected to the use of the 
name Champagne for a fragrance. 


Violence could flare as large sections 
of the nation mark anniversaries - 
separately. The white right wing plans 
a big protest on the Day of the Vow, 
when outnumbered Voortrekkers beat 
the Zulus at Blood River in 1838. 

Zulus will be commemorating their 
wars with the British, whom they mas- 
sacred at IsandbJwana in 1879. The 
African National Congress Is to parade 
its military wing, Umkhonto we Sizwe 
(Spear of the Nation), formed in 196 L 

Bundesbank council meeting: 

The German central bank is to review 
its M3 target range, currently 4.5 to 
&5 per cent. Hans Tietmeyer, president 
has suggested the new target will be 
close to the current one. The bank 
could surprise the markets by lowering 
next year's ceiling to 5.5 per cent with 
a rate cut as a possible accompaniment 

VW-Opel civil suit: A Frankfurt 
court is due to rule on the dispute 
between, the two carmakers over 
alleged staff-poaching and passing-on 
of commercially sensitive information. 

UK unemployment: Labour market 
figures should show unemployment 
down further to November after Octo- 
ber’s sharp 49,000 seasonally-adjusted 
foil with wage inflation staying sub- 
dued. A high public sector borrowing 
requirement in November would far- 
ther justify last month's tough Budget 

Westminster: The Commons 
Treasury and Civil Service Committee 
reports cm the Bank of England's 
future. It is expected to favour making 
it more independent 

Pre-acquisition provisions: The 

UK Accounting Standards Board pub- 
lishes its standard on pre-acquisition 
provisions in company accounts. It 
will clamp down on some of the worst 
accounting abuses, used since the late 
1980s to boost profits artificially by 
releasing provisions when trading 
results are disappointing. 

It is expected to put an end to provi- 
sions for future losses and reorganisa- 
tion expenses after the acquisition 
of a business being treated as liabilities 
in the acquired business on the balance 
sheet of the purchaser's accounts. 

Packwood diaries: 

The US senate 

for sexual 

harassment He says the diaries, cover- 
ing 20 years, may compromise others 
on Capitol HilL 

Holidays: Markets are closed in 
Bahrain (National Day) and South 
Africa (Day of the Vow). 



Monday Is the due date far preforinay agreement in the peace accord between tend 


3 


FRIDAY 

EU steels itself lor cuts 

European Union industry ministers 
discuss the troubled steel sector, (hi 
the table will he a restructuring plan 
for Italy’s steelmakers agreed with 
the Commission last week. If the plan 
receives unanimous approval, the way 
could be cleared for a onion-wide . . 

rescue plan. 

Agreement on state aid is essential 
to trigger a co-operative p r o gra mme 
of production cuts by private steel- 
makers, wtoch have been suffering 
from lack of demand and overcapacity. 

UK Industrial] trends: The 

Confederation of British Industry 
monthly industrial trends survey looks 
at growth in output and orders in 
November. The October survey found 
manufac turers 1 report eerier hooks 

at their weakest since February. 

Boutros Boutros-Glial], UN', 
secretary general, is scheduled to start 
a five-day visit to Japan and North 
and South Korea. The recently added. . 
Pyongyang leg of the trip comes at 
a time of growing international tension 
over North. Korea’s nuclear plans. 

Westminster; Britain's padianteut 
rises for its winter recess. 


one-third of the electorate will vote 
fOTtlteSodaHrfpa^tfaobpifeBi 

Milosevic, the Satianprasmti;]]! 

Sunday's parliamentary ejections. 
Despite monthly inflatimbf 83J3Q0 
percent the fruit of time yrarsqf . 
war and 19 manths of sanctions, thr 
oppostttoo remain&div&fed and MDm- 
evic controls the media. Thfi presufeni 
is not tip for election MoisdE. . 

Gahwa •lecUom’&awest African 
state holds its first multipartFrpretiteh 
tial election cm Sunday, ftosfitent En- 
sana Conte, who took power in a crap 
in 1984, faces seven opponents. 

Mwyrl w bravado* MOM Gang, the 
US hotel, narnm and travel group 
owned by the financterMfKMtKafcfr 
rian, opens a 5,0Qftroom, U^aetotd 
and thane parkin Las Vegas «i {to- 
day^ TtafeKBItycost?ltaite^^ 
and i3 the largest hot^casmnttene 
park in the world. ... ,1 

On Sunday. Las Vega&bosts fl» 
draw for the 1994 WcSd Oqrwccer 
finals at Caesar's Palme. . - 
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ECONOMlty 


Other economic news statistics to be released this week 


Monday: Central bankers hold 
their monthly meeting at the 
Bank for International Settle- 
ments in Basle. Central bank- 
ers from the Group oF 10 indus- 
trial nations get together 
today, while tomorrow it is the 
turn of the European Union. 

In Brussels, economics and 
finance ministers of the Euro- 
pean Union convene for a long- 
scheduled session that will 
have added importance in the 
aftermath of last week's EU 

s ummi t. 

Tuesday: In the UK, the Con- 
federation of British Industry 
releases its monthly distribu- 
tive trades survey which will 
highlight retail trends ahead of 
Christmas. 

Wednesday. In Germany, the 
second round of wage talks for 
metalworkers takes place in 
North Rhine-Westphaha. Gov- 
ernor Mieno of the Bank of 
Japan gives his regular press 
conference, to Denmark, par- 
liament votes on next year's 
budget. 

Friday: Metal sector wage 
talks continue to Germany, in 
the important southern region 
of Nordwurttemberg-Nord- 
badetL 

In the UK, the CBrs monthly 
industrial trends survey will 
highlight the health of the 
manufacturing sector. 


ACROSS 

j Having a girl in goal followed 
(6) 

4 Mention brewed tea, saying it 
soothes 18 ) 

9 To find where I live look the 
opposite way (fi) 

10 Good man telephoned royal 
visitor (8) 

12 Reproduce muesli at random 
(8) 

13 Rushes spring back, adjusted 
(6) . r 

15 Monster function for retiring 
engineers 14) 

16 Delivering If Green runs out 

(7) 

20 Stop salesmen coming back 
without one buying? (7) 

21 Part about Including two 
articles (4) 

25 Excites leading airman in 
flight (6) 

26 Being half dead stopped late 

(8) 

28 Apt. In cold, to get wrinkled 

m 

28 Carried duck on to island t.6) 

30 Long seal around old vessels 
( 8 ) 

31 Different books to the girl's 
(6) 


Day 

Ftatoasecf Count!? 


Dec 13 UK 


Dec 14 US 


Dec 15 US 


Dec 16 US 


Economic 

Statistic 

Nov PPt input mftn 
Nov PP! output y/y 
Nov PP1 outputyex food.drtnk) 

Oct manufacturing output m/m 

Oct manufacturing output y/y 

Oct industrial production 

Nov fetal sates 

Nov r©te3 sales (ox autosi 

Oct machine ordfrax ships)m/m 

Nov trade bal. - custom dear ad 

Nov WPI y/y 

Nov Industral production 

Nov capacity utifearlon 

Oct business inventories m/m 

Nov RPI m/m 

Nov RPI y/y 

Nov FBP1 (ex mort int payments) 

Nov reta B sates m/m 

Nov ratal sates y/y 

Nov lead Indicator SA m/m 

Nov CPI y/y 

Nov CPI y/y 

Oct merchandise trade balance 
Oct merchandae exports 
Oct merchandise imports 


Previous 

Actual 


KocSan 

F ore ca st. 




Day 

Ti e HMiaa d Country 


Dec 16 US 


Canada . 


No change 


Dec 17 Canada 


During ttds week... 
Japan 
Germany 
Italy 


CbWlQlRIC . rjoisM 

Srette tto ' V . -' Actual . ]■ . 

Money supply data to pec 8- ’••.V"'' • . '/ 
InHial otefrnS w/e 11 Deb . ' * 335,000 
Nov PSBff' ■ ,.S2Jbn 

Nov unernpfaytngnt * '. .riWjfPO '..! 

Oct avera ge earn ings 3gfe • - - . 

.Oct unit wages 3 mortfcly/y/y;.,,' -0.0%, • ... 
Oct manufacturing' new etfdws m/m'lJKK ■ ' E : ' 
Oct manufacturing artpronts ^ 

Oct meretiantfoe exportg SA mfm 4y546 ' . ‘ 
Oct merchandise imports -SA ra/m fcjWfr, „ .. 
■ Oct maroha ndlaa surplus CS ■ -C$f.QSbft.- 
Oct wage, settlement frxraaaes 0.2% ; . 

Nov CPI ysfr ■ ... 4,3% f 

Nov housing starts - 1.4riV 

Nw CW - A1 team' MSA iw/fo feTW ~ ; 

Nov CPI -A1 Hams MlS-A. y/y t 

Nov CP! 0 * food/enargy MSA y/y 2% ■' - ■ 


WHflnr. 
Rworiit ' 


E&flbn ;• 

-MLOW • "v; 

..; 3%, y ■■ 

■ W» I H »»*■»» ■ * in » > lM „ .l \ s ■' 

t 

'';.£$Mbn W-j;. 


iJVA. -E j 


m/m = month on mondi, y/y = year on year 


Nov money supply (M2.& oasfc) y/y 1.9% ■ /’■* *' i 

Nov WPI ' • . ' v . jjSOk ■ r " i. 0% f ■ t . E 

Oct industria/^oducBon m/irn ' ; • V' ^PuSte., : 

New unemployment three-monthly &6% - ' ' j; ' &8%~ "E\.> 
Nov trade balance ~ , - . 

Nov M4 - ennuaHsad y/y" ' 122% T - C- - • taSW - ?■>. 

— -*t— — — i-r-: — ..... — ..... A- 

/ = year an year ,SMtstkoi txur*&y MMS 


DOWN 

2 Discharge girl font is stand- 
ing embracing forwards (8) 

2 Before lunch takes guides 
round vessels 18) 

3 Some seed I bleached can be 
eaten (6> 

5 Very little first aid given to 
one standing up (4) 

6 Catching up with key. pinch 
some (8) 

7 Head waiter's forgotten 
important number 16 ) 

8 Beat for putting rubbish 
round hydrant (6) 

11 Gazing around a queue (7) 

24 Agree to action about this 
being cancelled fTj 

17 Estimate value of primate 
taking pairs in trouble (8j 

18 Bearing gift and card volun- 
teers to leave ( 8 } 

19 They deal with wax, spread 
or otherwise (8.) 

23 Sunbathing topless Is appeal- 
ing! 16 ) 

23 Part of church not hard to 
scrub (6) 

24 Account for loud noise (6) 

27 Head or tribe anxiously hid- 
ing (4) 


MONDAY PRIZE CROSSWORD 

No.8,330 Set by GRIFFIN 

A prize of a PeUkan New Classic 390 fountain pen for the first correct 
solution opened and five runner-up prises c l £35 Pelikan vouchers will be 
awarded. Solutions by Thursday December 23, marked Monday Crossword 
&330 on the envelope, to the Financial Times: 1 Southwark Bridge, 

SEl 9 HI- Solution on Wednesday December 29. 










